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The 883 dividend-paying common 
stocks on the New York Stock Exchange 
had a median yield of 7.8% in 1948 


On December 31, 1948, the number of common 
stock issues listed on the New York Stock Ex- 
change was 986. Of these, 883 (or 89%) were pay- 
ing dividends. 


The yields on these 883 issues, based on their 
year-end prices, varied from less than 2% to more 
than 12% ... with a median (or midway between 
the highest and lowest) figure of 7.8%. 


It is common knowledge that 1948 was an ex- 
ceptional earnings year. On the other side of the 
ledger, however, is the fact that large portions of 
these earnings were of necessity retained for in- 
dustry’s expansion needs, while dividend pay- 
ments were held to relatively conservative levels. 


The high yields obtainable on common stocks 
of corporations with established earning power 
offered attractive returns to investors in the middle 
tax brackets who were interested in how much 
income a given amount of capital would buy. 


By yield groups, listed common stocks were dis- 
tributed as follows: 


Yield (Percent) Number of Issues 


Less than2..... 9 
20—29.... 13 
30— 39.... 22 
40—m49.... 68 
5.0— 5.9.... 99 
6.0— 69.... 119 
7.0— 79.... 128 
8.0— 89.... 109 
90—99.... 92 

10.0—10.9.... 74 


11.0—11.9.... 61 
12.0 and over. . 89 





The middle three groups, with yields ranging fron 
6 to 8.9%, comprise 40% of all the dividend-paying 
common stocks on the list. Those returning fron 
9 to more than 12% amount to 35%, and the cate- 
gory yielding from 2 to 5.9% contains only 23% of 
the Stock Exchange’s roster. 


Reprints of “7.8% Median Yield Registers Status 
of Dividends,” an article from The Exchange Magu- 
zine reviewing the 1948 dividend records of listed 
stocks, are available on request. Please address 
Dept. M, New York Stock Exchange, 20 Broad 
Street, New York. 


The Exchange Magazine is pub- 
lished monthly by the New York 
Stock Exchange in the interest of 
informed investment. Its pages 
contain articles and factual data 
about listed securities, comment on 
the market and business trends. 
Subscription price is $1.00 per year, 
and requests for subscriptions 
should be addressed to The Ex- 
change Magazine, New York Stock 
Exchange, 20 Broad St., New York 
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“Call for 
PHILIP MORRIS" 


New York, N. Y. 
March 16, 1949 


Philip Morris & Co. Lta., Inc. 


The regular quarterly dividend of 
$1.00 per share on the Cumulative Pre- 
ferred Stock, 4% Series, and the regu- 
lar quarterly dividend of 90¢ per share 
on the Cumulative Preferred Stock, 
3.60% Series have been declared pay- 
able May 1, 1949 to holders of Pre- 
ferred Stock of the respective series of 
rae ty the close of business on April 


There has also been declared a 
quarterly dividend of 50¢ per share 
and an extra dividend of $1.00 per share 
on the Common Stock ($5 Par), pay- 
able April 15, 1949 to holders of Com- 
mon Stock of record at the close of 
business on March 31, 1949. 

Pursuant to a resolution adopted at 
the Stockholders’ Meeting held on July 
10, 1945, no Certificate representing a 
share or shares of Common Stock of 
the par value of $10 each is recognized. 
for any purpose, until surrendered, and 
a Certificate or Certificates tor new 
Common Stock of the par value of $5 
each shall have been issued therefor. 
Holders of Certificates for shares of 
Common Stock of the par value of $10 
each are, therefore, urged to exchange 
such Certificates, for Certificates for 
new Common Stock of the par value of 
$5 per share, on the basis of two shares 
of new Common: Stock $5 par value, 
for each share of Common Stock of the 
par value of $10. 

* L. G. HANSON, Treasurer. 
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Safeway Stores, Incorporated 


Preferred and Common 
Stock Dividends 


The Board of Directors of Safeway 
Stores, Incorporated, on March 4, 1949 
declared quarterly dividends on the 
Company’s $5 Par Value Common and 
5% Preferred Stocks. 

The dividend on the Common 
Stock is at the rate of 25c per share 
and is payable April 1, 1949 to 
stockholders of record at the close of 
business March 21, 1949. 

The dividend on the 5% Preferred 
Stock is at the rate of $1.25 per share 
and is payable April 1, 1949 to 
stockholders of record at the close of 
business March 21, 1949. 

MILTON L. SELBY, Secretary. 


March 4, 1949. 








Exide 


BATTERIES 


THE ELECTRIC STORAGE BATTERY 
COMPANY 


194th Consecutive 
Quarterly Dividend 





The Directors have declared from the 
Accumulated Surplus of the Company a 
dividend of seventy-five cents ($.75) per 
share on the Common Stock, payable 
March 31, 1949, to stockholders of record 
at the close of business on March 15. 
1949. Checks will be mailed. 

H. C. ALLAN, 

Secretary and Treasurer 


Philadelphia 32, March 4, 1949 
6 PLL TAT ate 8 Ee 








657 








ALL IN THE FAMILY... 


THE EQUITABLE FAMILY 





During 1948 The Equitable family of policyholders 
was increased by thousands of new members who 
wanted the security provided by life insurance. 


From every state in the Union—from big cities, from 
country towns, and from farms—these new members 
who joined The Equitable widened its family circle to 
a total of 4,150,000 men and women with Ordinary 
and Group insurance amounting to over $13 billions. 


It is the thrifty action and self-reliance of this huge 
family banded together for mutual protection that 
makes possible the record of accomplishment which 
The Equitable brings to you in this annual report. 


Of the $307,600,000 disbursed last year to policy- 
holders and beneficiaries, $70,086,000 was paid out 
as dividends, thus reducing the cost of the insurance 
coverage; and $108,500,000 was paid in death 
benefits. 


Payments to living policyholders were approximately 


65 per cent of all disbursements made to The 
Equitable family during the year—indicating a con- 
tinuing trend of utilizing life insurance as a means of 
providing living as well as death benefits. 


This year The Equitable celebrates its 90th Anniver- 
sary. That milestone is approached in a difficult eco- 
nomic period. We have spoken out against the causes 
of some current economic conditions and will con- 
tinue to do so, firm in the belief that the best interests 
of life insurance policy owners are concurrently the 
best interests of the people in general. 


We shall be glad to send you a copy of the President’s 
Report to the Board of Directors for the year 1948. 
This report gives in detail The Society’s finances, the 
main features of which are outlined below. 


Si. 7 oe President 
‘ 





Assets 


Bonds (including $5,303,971 on de- 





THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE UNITED STATES 


A Mutual Company incorporated under the Laws of New York State 


DECEMBER 31, 1948 


OR ae $ 105,440,308 | 


posit with public authorities) | Premiums Paid in Advance.......... 87,556,012 
United States Government Bonds. 777,122,362 | RUBINO TOT TOMES. 6.65 5 520:5.505 0a 0-6 si0:0 7,459,000 
I vex cn cunceke > 65 3,004,749,170 | Miscellaneous Liabilities............. 9,449,701 
Preferred and Guaranteed Stocks... 28,403,896 Provisions for 1945 Dividends to 
ID MOUEEB 6.0.5 6 '0. nic crores waa eivrod 5,245,174 PONE VMUNOEE a9 ic 5-- iv cio nce oS ene 63,250,322 
PAONEROISROUNS. i... .68 See sac sae 656,341,897 Total Reserves and Other a, ee 
CE hrc chakicccny axenawewn 112,977,497 RB er oroie  eitse.kie oOo ats os 4,609,947,404 
Loans on Society's Policies.......... 124,889,923 Surplus Funds: 
Premiums Receivable............... 33,797,617 Contingency Reserve for Group 
Interest and Rentals Due and ee 8,130,000 
Accrued and Other Assets....... 34,366,603 Unassigned Funds (Surplus)...... 265,257,043 
Total Admitted Assets.............. $4,883,334,447 WIN ooo eee hc Scoot $4,883,334,447 


In accordance with the requirements of law, all bonds subject to amortization are stated at their amortized value, and all other bonds and 
stocks are valued at the market quotations furnished by the National Association of Insurance Commissioners. 


Thomas I. Parkinson, President 


Reserves, Other Liabilities and Surplus 


Reserves for Policy and Contract 
MNINOS 5 5 5c cc civca cc scene ses $4,442,232,369 





























THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE UNITED STATES 


393 SEVENTH AVENUE 


° NEW YORK 1, NEW YORK 
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The Trend of Events 


HOW LONG WILL WE STAND IT?.. . John L. Lewis’ 
calling 400,000 miners out of the pits east of the Mis- 
sissippi for a two weeks’ “memorial period” and 
avowedly also in protest against President Truman’s 
nominee as head of the Bureau of Mines has been 
correctly labeled as a strike called without warning 
and for a concealed purpose. It is an action which once 
more reveals Lewis’ complete disregard of the public 
welfare, his utter contempt for democratic Govern- 
ment and for democracy in union labor organization. 

No one of course is deceived as to the real motive 
for his reprehensible action. Other reasons, particu- 
larly the large coal stocks on hand and falling coal 
prices, all of which could be embarrassing for Lewis 
in his forthcoming contract negotiations with the 
mine owners, can readily be surmised. In other words, 
by idling 400,000 coal miners and thereby depriving 
the economy of an estimated 21 million tons of coal, 
Lewis is attempting to improve his bargaining posi- 
tion weakened by the biggest stockpile of coal in six 
years and by wobbling prices. He knows that with 
some 70 million tons of coal above ground, any strike 
threat in a future show-down with the mine owners 
would carry far less weight since a strike under such 


the public but he renders a poor service to labor, and 
especially to his miners. Who will pay for this holi- 
day ? First, of course, the miners, for they will neither 
draw pay nor union benefits during the two weeks of 
work stoppage. Should it be lengthened beyond the 
two weeks, the ranks of sufferers would be quickly 
swelled from other industries. But certainly not by 
Lewis himself who will continue to draw his muni- 
ficent $50,000 salary plus generous expense account, 
nor those of his coterie including members of his 
own family who are all “sitting pretty.” 

In the end, of course, it will be the long suffering 
consumer public which will have to foot the bill in 
form of higher home heating costs, higher steel prices, 
higher automobile prices, higher rail transportation 
costs, higher prices for everything where coal enters 
as a cost factor, and that includes virtually the whole 
range of industrial products. All this at a time when 
lower prices are urgently required to maintain busi- 
ness volume and a prosperous economy. Indeed the 
Kremlin should award Lewis its highest order, for no 
communist conspiracy could do a better job of eco- 
nomic sabotage than Lewis is attempting, and has so 
frequently gotten away with in the past. 

The UMW contract which 





circumstances would not seri- 
ously cripple coal consuming 
industries for quite some time. 
Thus through subterfuge he 
sets about to pull down that 
stockpile to a point where pres- 
sure would be likely from in- 
dustry on mine owners to ar- 
rive at a quick settlement on 
Lewis’ demands. 

For his latest action, Lewis 
stands not only in contempt of 


ness trends 





We recommend to the attention of our 
readers the analytical discussion of busi- 
contained in 
“What's Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis, of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 


does not expire until June 30, 
is so loosely worded that the 
“memorial stoppage” may be 
legalistically defensible, but 
morally it is completely repre- 
hensible and indefensible. This 
not only because Lewis there- 
by attempts to pressure the 
senate out of confirming Presi- 
dent Truman’s nominee as Bu- 
reau of Mines head (just be- 
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cause Lewis doesn’t like him), but also because it is 
an ill-disguised attempt to revive the mine leader’s 
own power by artificial creation of a coal shortage. 
Only when coal is short, he knows, can he bring in- 
dustry and the nation to their knees as in the past 
when he usually got what he wanted in order to avoid 
complete disruption of the nation’s industrial life. 
During the last two years, the Taft-Hartley Act has 
somewhat cramped his style but by no means made it 
impossible for him to exert his evil influence. Nothing 
than manifestation of the latest Lewis menace can 
better convince an already doubting Congress of the 
absolute need of retention of the Taft-Hartley Act 
with a strengthened version of its national emergency 
machinery. While the Act can stand improvement, 
Congress will have only itself to blame if it ignores 
this new object lesson with its implication of serious 
consequences later on. 

Patently Lewis is just warming up for his big bar- 
gaining sessions with the mine owners. He may de- 
cide that a two-week work stoppage is not enough, 
that a longer period is needed for a more successful 
squeeze play. In that event the many thousands of 
railroad workers already thrown out of employment 
could quickly be swelled by other thousands from 
many other industries. Organized labor should be 
alive to this threat to their own welfare, and the 
nation as a whole and the public authorities should 
at long last take cognizance of Lewis’ contemptuous 
disregard of the public welfare. How long will we 
stand it? It’s time to make irresponsible union leader- 
ship answerable for its actions, both to the public 
and the rank-and-file. 


THE EVIL OF EXCESSIVE SUBSIDIES .. . At a time when 
governmental economy is a matter of foremost neces- 
sity, the burden of excessive farm subsidies is threat- 
ening to become truly appalling. Subsidy payments 
have been rising sharply in the past, but after this 
year’s crops are harvested, expenditures to support 
farm prices promise to reach an alarmingly high 
level. With no restriction as to the acreage planted, 
farmers may be expected to take full advantage of 
the last year of non-recourse loans by the Govern- 
ment at 90% of parity and produce their limit. It 
appears that unseasonable weather in the next few 
months is about the only thing that will prevent an- 
other record harvest. With more labor and machin- 
ery available, and with adequate supplies of fertilizer 
for the first time in several years, yields may approach 
record levels even in the face of some disappointing 
crop weather. All of which heightens the prospect of 
new billions to be expended for price supports, to be 
paid by the taxpayer first in the form of taxes, sec- 
ondly in the form of food prices artificially held high. 

Excessive subsidies already have cost the nation a 
pretty penny. Besides expenditures made by the Com- 
modity Credit Corporation and other Government 
agencies for shipments abroad, it is estimated that at 
the end of January the Government had made non- 
recourse loans and purchase agreements on grain and 
cotton from the 1948 crops in excess of $1.75 billion, 
this apart from subsidies on other crops likewise 
amounting to substantial sums. This season’s potato 
propping alone, through March 1, has brought the 
Government a net loss of $170 million, nearly double 
the $91 million loss of 1946, through absorption of 


some 108 million bushels which may increase to 120 
million bushels before the current season’s support 
activity ends a month from now. But housewives con- 
tinue to pay fancy prices which they often cannot 
afford. It is time for the public to give some serious 
thought to the question of farm price support. A 
downward revision of parity levels on a flexible basis 
is contemplated after the next crop year, and it comes 
none too soon; yet there are signs that the revision as 
planned will run into determined opposition. Lobbies 
are hard at work for continuation if not perpetuation 
of 90% parity levels, and the consuming public as 
well as the tax payer should recognize the threat in- 
herent in such a self-seeking policy. 

In determining the amount of assistance which 
Government can or should give to any class or group, 
let us remember that Government does not possess 
unlimited resources. Yet there are those who advo- 
cate a largesse for farmers beyond our power to sus- 
tain permanently, and while they promise farmers 
high prices and high incomes, they also weep at the 
plight of the consumer who pays too much for food 
and other living costs. Any future support program, 
while it should consider the desirability of upholding 
reasonable farm prosperity, should not lose sight of 
the equally important need of providing consumers 
with food at reagpnable, not artifically swollen prices, 
and above all of giving the tax payer a break. 


THE “GIMME’”’ ATTITUDE . . . Talking of Government 
largesse for special classes or groups brings to mind 
the spreading “gimme” attitude from which this 
country is suffering. Nearly everybody wants some- 
thing at the expense of somebody else, a thought 
growing out of the belief that Government can pro- 
vide aid and security for all, no matter what the cost 
and how the money will be raised. The more extreme 
parts of the President’s Fair Deal program are an ex- 
cellent example; it shows that the more Government 
provides, the more is expected of it. The result: 
Higher taxes and higher debts. 

There should be no need of pointing up the fallacy 
of the idea underlying most of the “gimme?” plans that 
whatever funds are needed for their execution can be 
readily obtained by taxing the rich or the big corporo- 
rations, that the masses can have these benefits with- 
out paying the cost. In the long run, of course, no one 
gets anything for nothing. Everybody pays taxes, 
direct or indirect, and if taxes are raised to an uneco- 
nomic level, the burden will quickly spread and be felt 
by all the people. It will raise the cost of goods; taxes 
today are an important cost element, thus equally im- 
portant in the cost of living for everybody. And in the 
end, it will strangle business and throw workers out 
of their jobs. For the nation as a whole, economic 
strength will change to economic weakness. 

These basic facts should be fully realized by all who 
are prone to rely on Government rather than on their 
own efforts. By thus weakening the nation’s economic 
health and strength, they cannot possibly assure their 
own welfare. 

The great need today is for Government economy, 
not for wasteful spending which will only carry us 
further down the road towards socialism. There sim- 
ply aren’t enough rich people to enable any Govern- 
ment to finance itself at their expense. Whatever 
burden we create in the way of unjustified debt will 
have to be borne by all. 
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| Aa. 9 Seo It! 


BY ROBERT GUISE 


HAS RUSSIA UNDERTAKEN TOO MUCH — WITH TOO LITTLE? 


‘Ts shake-ups in the top command of the 
Soviet Union make it clear that a spring cleaning of 
major proportions has been going on in Russian of- 
ficialdom. What it augurs for the rest of the world is 
a matter of much speculation though it needn’t really 
be much of an enigma. The very nature of the changes 
imply neither a shift in Soviet policy nor in Soviet 
attitude towards the non-communist world. Faces, 
but not policy have been changing at the Kremlin and 
if there will be any change at all, it will be in tactics 
rather than in strategy or 
objectives. 

It is not difficult to sur- 
mise the reason for the 


‘PROBABLY THE SAME OLD 
VENTRILOQUIST ACT’’ 


of the North Atlantic Defense Pact. The trend 
towards this sort of consolidation has been evident 
for some time; everywhere Moscow has been putting 
pressure on the Governments of Eastern Europe. In 
Hungary they have been challenging the Catholic 
Church; in Bulgaria the Protestants; in Czechoslo- 
vakia they are trying hard to weed out, or re-align 
dissident Czech communists. In short, they have been 
busy strengthening or eliminating their weak spots, 
and one of the weakest is doubtless Yugoslavia where 
a recalcitrant Tito is 
proving a major head- 
ache. It would not be a 
surprise, therefore, if this 





overhauling. As far as NK 


Western Europe is con- 
cerned, the cold war not 
only has reached a stale- 
mate but aroused the 
western world to unprece- 
dented unity in meeting 
the communist threat. 
This called for new tac- 
tics, for a new approach 
on the part of Russia in 
pursuing her goal of 
world communism. Far 
from thinking of real 
war, however, we believe 
that the Kremlin is mere- 
ly tightening its machin- 
ery for a long siege of 
cold war. 

Despite successes in 
Asia, the Russian time 
table in Western Europe 
has been badly disrupted, 
and finally her intentions 
completely frustrated by 
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grand design to clean up 
weaknesses behind the 
Iron Curtain would in- 
clude new efforts to inte- 
grate Yugoslavia once 
more into the Soviet bloc. 

The Soviet shake-up 
was not only necessitated 
by the stalemate of the 
cold war in Europe; the 
purges that have taken 
place also highlight the 
weaknesses of the Rus- 
sian economy. Stalin has 
been going too fast, been 
trying to undertake too 
much with too little, and 
his country paid a terrific 
price for it. Under the lat- 
est Five-Year Plan, Rus- 
sian industry has been 
burning out its bearings. 
Embarked on a record 
armament program, the 
Soviet economy has been 


WO 








the Marshall Plan. In her 
original calculations, Rus- 
sia probably expected by now to be in control of Eu- 
rope and ready for a drive to the Mediterranean, the 
Dardanelles and the Middle East. But she under- 
estimated the western will and ability to resist. West- 
ern Europe, backed by the United States, is standing 
firm, stalemating Russian aspirations. The Soviets 
know that short of war they cannot expand any more 
—and they are not ready for war. Hence they are now 
centering their attention on tightening their hold on 
the areas they control, on development of the internal 
strength of both Russia and the satellite countries. 
Thus we find foreign affairs placed into the hands 
of mere technicians who have no_ policy-making 
powers of their own and can only be the executors 
of the policy fixed by the Politbureau while the latter 
Is getting ready to organize some Soviet equivalent 
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subjected to a vast strain 
making impossible any 
improvement in living standards either within Russia 
or in the satellite countries which are consistently 
being milked for Russia’s benefit. All of which pro- 
vided a stark and highly unfavorable contrast to 
Western European recovery, greatly spurred by im- 
plementation of the Marshall Plan. While the western 
nations improved rapidly, economic conditions behind 
the Iron Curtain deteriorated to the extent of bring- 
ing about undercurrents of rebellion and opposition 
requiring purge after purge, with only Tito so far 
able to survive. 

Essentially, then, Soviet reaction to Western firm- 
ness appears to take the shape of a long range pro- 
gram to tighten their lines and eliminate weaknesses 
in preparation for the eventual show-down—when 
they consider themselves (Please turn to page 711) 
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Market On 


The Mend 


— As Individual Stock Adjustment Continues 


The turn which we forecast late in November seems to mark the low for the foreseeable 
future. The February bottom consisted of an only insignificant penetration, and the recent 
moderate rally from that level probably will be extended upon clarification of existing un- 
certainties such as the degree of spring business revival and legislative trends in Washington. 


By A. T. 


i our point of view, the market’s 
behaviour continues to be on the encouraging side. 
To be sure, it has not risen much from recent lows, 
but there was no good reason to expect a fast and 
sharp rebound. Probably the chances for an inter- 
mediate recovery of some proportions within the 
spring season are improved by the absence of any 
semblance of speculative excitement on the rally to 
date from the reaction bottom of late February. 
Minor recessions have kept it healthy, and trading 
volume has remained modest. 

The February-March market pattern assumes real 
technical significance when it is weighed in relation 
to the prevailing business and psychological environ- 
ment. We have had this year the first positive evi- 
dence of the long anticipated economic readjustment, 
featured so far by selective corrections in com- 
modity prices, moderately lower trade, some rise in 
unemployment and a small decline in total produc- 


MILLER 


tion. There has been enough “bad news” about busi- 
ness to provide a decisive test of our theory that 
stock prices had previously discounted the economic 
changes now occurring or likely to occur for at 
least some time to come. 


Strong Technical Position Indicated 


We believe that much of the recent weakening 
in business represents a return to normal seasonal 
tendencies, but this is not the general view. Probably 
most investors and business men have figured that 
“this is it’ — namely, the recession talked about, 
forecast and debated off and on for more than two 
years. Yet, as the volume figures show, there was 
very little real liquidation on the market’s January- 
February decline; and it halted with all commonly 
used market indexes or averages still within the 
broad trading range maintained throughout 1947- 

1948. That did not surprise us, in view 
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SUPPLY OF STOCKS 
(AS INDICATED BY TRANSACTIONS 
AT DECLINING PRICES) 


of the exceptionally long period of time 
over which the market has been allow- 
ing for the advent of more normal 
business conditions — allowing for it 
through extremely low price-earnings 
ratios and otherwise. However, the 
satisfactory test of key support levels, 
followed by a slow and irregular im- 
provement for about three and a half 
weeks up to this writing, provides 
about as positive evidence of a very 
strong technical position as one could 
ask. It suggests that average stock 
prices are not likely to go under the 
February low within the presently 
foreseeable future. 

For reference, the 1947-1948 range 
of our composite weekly index of 320 
stocks was 111.5-151.9. The February 
26 low was 115.5, from which the 
index rallied 6.1 points to 121.6 by the 
week ended March 12. Last week (the 
week ended March 19) less than a 
third of this was given up in a sell-off 
having all of the characteristics of a 
normal technical correction. The pic- 
ture thus summarized is much the 
same for our weekly indexes of 100 
high-price and 100 low-price stocks; 
and for the Dow-Jones (and other) 
daily measures of stock prices. Within 
the first half of this last fortnight 
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between the over-all de-  |eso 
mand for stocks and the 
supply for sale, as shown by 
the accompanying Support {200 
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It remains, of course, a 
“market of stocks” — with 150 
many individual issues evi- | | 
dently well adjusted, others 
still meeting some selling, 100 if 
despite the abatement of 
pressure on the general list. 
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previous analysis was writ- 
ten, 7 of our weekly stock- 
group indexes have estab- 0 
lished new highs for 1949 
or longer, including finance 
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same time 5 group indexes 
made new lows for 1949 or 
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be blamed on the two-week ce Pa | 
“holiday” in coal produc- ' 1 | | 





7s 











M.W. S. 
320 Stocks| 280 


! 160 100 LOW-PRICED STOCKS | 


100 > +920 STOCKS. 


0 
DOW-JONES INDUSTRIALS 233 


decline in coal 


7 


170 


















































THE MAGAZINE OF WALL STREET | 











~< we } j 
— et ome aes SP oo —_— 
































TRE MAGAZINE OF WALL STREET. 








ay Peg ey Pe 
(eee eee, Ge ? i 7 





























| Cf Poe 
FHE MAGAZINE OF WALL STREET 


00 HIGH-PRICED STOCKS 

















t j { 
BOw.JONES j 














INOUSTRIALS | jiu. 
53 


s. 





40 





tion proclaimed by John L. 1 | 
Lewis, unless the latter me £eS 
served to awaken some in- 
vestors to the less favorable 
supply - demand _ situation 
which had developed in the 
coal industry. Coal stocks 
had been piling up, and 
there had been some modest 
price cutting. This is be- 
lieved to be the real reason 
for the production stoppage 
dictated by Mr. Lewis. It 
will tend to strengthen the statistical position of the 
industry. Were it not strengthened, the Lewis posi- 
ion would be too greatly weakened, with respect to 
wage contract negotiations later on this year. These 
may or may not result in a strike some months 
hence. Meanwhile, the two-week stoppage in coal 
mining will have no significant effect on general 
business activity, although it will temporarily lower 
business-activity indexes in which railroad car load- 
ings have any considerable weight, since coal is a 
big railroad freight item. 

Mr. Lewis is a law unto himself. Otherwise, major 
labor troubles seem out of the picture for 1949, for 
the general attitude of union leaders, as of business 
men, is now one of caution and conservatism, what 
with the cost of living slowly declining and the 
sellers’ market for labor (and nearly everything 
else) gone. Apart from coal, the only important 
labor cloud now on the horizon is the situation in 
which the United Automobile Workers have con- 
fronted Ford Motor Company with extravagant 
“welfare”? demands. Whether the union will be fool- 
ish enough to push this to a show-down strike some 
weeks hence remains to be seen. 
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A Favorable Consideration 


Any fears that President Truman’s program 
would take the country a significant distance down 
the road toward Socialism should be substantially, 
if not completely, relieved by recent indications of 
the mood of Congress. The election did not change 
the fact that the Democratic Party, like the Repub- 
licans, is split between conservatives and liberals. 
As a matter of fact, Party labels no longer mean a 
great deal. Many members of Congress do not see 
for themselves the same mandate in the election that 
Mr. Truman sees for himself. Moreover, the Presi- 
dent’s campaign was conducted in an atmosphere of 
inflation, which is no longer present. It is now ap- 
parent that his relations with the 81st Congress will 
not be so greatly different from those with the Re- 
publican 80th or the Democratic 79th. In all three, 
conservatives from both Parties have united on some 
issues. There is little chance that the Administration 
will have its way on labor legislation, or taxes or 
economic controls. But there is majority support for 
the major spending programs. 

We continue to look for seasonal improvement in 
many lines of business (Please turn to page 711) 
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BY: Lining 
; “a BUSINESS CLOUDS 


By E. A. 


W nite the business outlook at this writing is 
still being painted in gloomy colors, the dark clouds 
recently discerned on the business horizon are be- 
ginning to show a silver lining. It is too early to say 
that the factors tending to cushion the decline in 
business have definitely gained the upper hand 
though the trend seems in that direction. But at 
least there is evidence that the force of the decline 
is diminishing, presaging an early leveling out. If 
this trend continues, it should rule out the possibility 
of any sharp collapse in business activity at this 
time. As it is, prospects for a satisfactory spring 
pick-up have definitely improved. 

Support for this general view rests on a number 
of developments and beliefs. For one, it is now 
realized that much of the sag in production and 
trade was due to seasonal influences or to transient 
factors such as unfavorable weather, certain raw 
materials or parts shortages (some still exist), 
model change-overs such as in the automobile indus- 
try, or special circumstances of various sorts, with 
emphasis on the return to competitive and seasonal 
practices in many industries. Additionally there has 
been a natural post-election hesitation pending clari- 
fication of how far Congress will go along with the 
President’s program. Add to this the latest price 
breaks in commodities and it is little wonder that 
business pulled in its horns and adopted ultra- 
conservative policies that were bound to have 
quickly widening effects. 

But while business hesitated, it doubtless has also 
been doing a good deal of second thinking. The 
return to seasonal patterns was but a matter of time 
and after their prolonged absence was bound to 
transmit certain shocks. But now, for the first time 
since they have resumed their prewar importance, 
seasonal forces will have a chance to favor business 
and there is every evidence that they will do so 
during the forthcoming months. 
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As to Washington imponderables, these are be- 
ginning to look less formidable though they are far 
from clarified. Higher taxes on business now appear 
less likely, certainly to the extent proposed, and the 
presidential program demanding far-reaching con- | 
trols over business is badly bogged down, raising | 
hopes that it may be passed only in considerably | 
emaciated form. The new labor legislation will not 
be as unfavorable to business as many feared, and 
deflation has not only been hitting at prices but it 
also severely undermined labor’s fourth round aspi- 
rations. The price front has quieted down as the 
declines have flattened out, and most prices are now 
tending towards a new balance. Altogether, the new 
turn of affairs is beginning to lift some of the 
weight that has been holding down business, and 
business sentiment, in the recent past. This doesn’t 
mean, of course, that we are out of the readjustment 
woods. Readjustment will go on until achievement 
of full postwar stabilization, and that will take some 
time. But it should mean a good chance of stabiliz- 
ing business at somewhat lower levels, at least for | 
the time being. 


Spending Less Freely 


One of the factors dominating current conditions 
is that business and people have been spending less 
freely, as evidenced by industry’s shrinking order | 
backlogs and the lag in retail trade. In fact buying | 
at all levels of trade has been reduced so sharply 
that a good deal of new order placing may soon | 
become necessary. Traditionally, any drop in orders 
is multiplied as it works its way back to the primary 
industries. Resultant cutbacks in production and | 
sales targets usually are accompanied by far more | 
drastic reductions in inventories and forward com- | 
mitments than would seem to be called for by the © 
new targets. 
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Thus, as the National Association of Purchasing 
Agents recently pointed out, a 15% lower production 
schedule may temporarily warrant the reduction of 
purchases of from 30% to 40%. This apparently is 
what has been happening, and explains the sudden 
disappearance of suppliers’ backlogs and the back- 
ing up of finished goods in the hands of many manu- 
facturers. Sooner or later, however, buyers must 
come back into the market to secure full require- 
ments for new production schedules. If so, a spurt 
in business can easily develop and it would seem 
that the time is not far off. The next four to six 
weeks will show. As a straw in the wind there are 
reports that some manufacturing plants which oper- 
ated only three to four days a week are now step- 
ping up production to four and five days. 


improvement in New Orders 


Another encouraging sign is that new orders for 
durable goods manufacturers (see table) last De- 
cember showed a welcome reversal from the disap- 
pointing drop reported for the two preceding 
months. Whereas October orders fell about 4% be- 
low the like month of the previous year, a gap that 
was widened to 10% in November, the spread was 
narrowed to less than 1% in December. New busi- 
ness placed during that month increased 5% over 
November with the rise rather general throughout 
the industries in the group. Equally gratifying has 
been the sharp pick-up in machine tool orders which 
in January were 4% above a year earlier, and the 
highest since June 1947. 

The picture is different in soft goods lines where 
new orders in December dropped 10%. In part of 
course this was seasonal but it also reflected the ex- 
treme caution currently prevailing in soft goods 
industries where the chief endeavor has been to 
work off inventories. Flattening out of the recent 
price decline and the need to replenish inventories 
for the anticipated spring business revival in the 
meantime is thought to have brought some improve- 
ment. The expectation is that the public, which like 
business has substantially reduced its purchases, will 
soon be in the market for a larger volume of goods, 
particularly if price declines have worked 











Recent Employment Trends 








Feb. Jan. Dec. Nov. Feb. 
1949 1949 1948 1948 1948 

EMPLOYMENT STATUS ‘000 omitted) 
Civilian Labor Force 60,389 60,078 61,375 61,724 59,778 
Employed, Total . 57,168 57,414 59,434 59,893 57,139 
in Agriculture . 6,993 6,763 7,375 =7,961 6,771 
in Non-Agric. Indus... 50,175 50,651 52,059 51,932 50,368 
Unemployed _..... 3,221 2,664 1,941 1,831 2,639 





Source: Dept. of Commerce. 




















akin to that of 1920-21 is indicated. Adjustments 
have been selective and specific to certain commodity 
and market situations; where shortages have ceased 
to exist, adjustments have been made in recognition 
of new supply-demand relationships. Far from 
alarming, this is healthy, and it is nowhere better 
illustrated than in the relationship between farm 
prices and those for non-farm products generally. 


Recent Price Developments 


Farm prices dropped very sharply in 1948 and 
last month there was another drop which however 
was neither as sharp nor as prolonged as that of 
1948. The decline has now flattened out and there 
have been some rebounds. But the general result 
was that prices of farm product and foodstuffs, as 
shown on the accompanying diagram, have ap- 
proached the level of the far less inflated industrial 
raw material prices. In other words: Progress 
towards a better balanced price structure — though 
the drop in spot commodity prices still has to find 
full reflection in wholesale and consumer prices, a 
process evidently retarded by cost rigidities at the 
manufacturing level. 

Here is what happened so far: The BLS spot 





down to retail levels. So far this year, retail 
trade has been consistently dropping behind 
year ago levels with department store sales 
showing a nationwide cumulative decline of 
2%. Doubtless some of the drop reflects 
lower prices and special mark-downs to pro- 
mote sales, but lagging consumer interest has 
been a well publicized feature of this trend. 


450 


4oo 
Easter Business Important 


If Easter business is good and if the post- 
Easter season shows any real strength, re- 
tailers will feel much better about business 
prospects and back their belief with new 
orders which in turn will have a stimulating 
effect on manufacturing trades. If not, the 
economic turndown may well be renewed. 
Consumer buying thus holds the key to busi- 
ness prospects. In turn, it will be importantly 
governed by price developments. 

One of the encouraging facts about current 
price adjustments is that they are not indis- 
criminate as they would be in the case of a 
general liquidation, hence no price collapse 
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Primary Market Prices 
August, June 28, —Postwar High— 2 Months | Year 1949 Low 
Commodity and Unit 1939 1946 Date Price after High after High 
oo eee ee bu. — $0.445 $1.448 1-15-48 $2.808 $2.328 $1.440 $1.129 
OS a bu. 0.636 1.871 11-28-47 3.115 2.900 2.308 2.075 
ES SS eee 100 Ib 9.051 17.000 7- 9-48 36.375 35.000 21.500 
Hogs, good-ch. 100 Ib. 6.486 14.850 8-19-48 31.200 26.125 19.750 
Cotton, middling 15/16 Ib. 0.092 0.310 7-16-47 0.394 0.327 0.338 0.318 
Cottonseed oil, New York oh ee Ib. 0.055 0.143 3-13-47 0.412 0.265 0.258 0.140 
Cowhides, light native packers, Chicago Ib. 0.113 0.155 10-31-47 0.378 0.320 0.270 0.248 
Print cloth, New York lb. 0.047 0.114 12- 8-47 0.282 0.240 0.153 0.147 
Steel scrap, heavy melting ton 13.866 18.750 10-22-47 42.500 39.000 41.750 30.000 
Lead, pig, New York. : lb. 0.050 0.082 Il- 1-48 0.215 0.215 0.215 0.195 | 
Zinc, pig, prime Western, New York Ib. 0.051 0.087 11-16-48 0.182 Unchanged since | 1-16-48 | 
market index for 28 basic commodities currently tions rather than by excessive speculation or 


stands about 15% below a year ago; the sub-index 
for farm products is down 21%, that for foodstuffs 
down 23%. But industrial raw materials up to re- 
cently were off a mere 214%. Also the wholesale 
price index is only about 5% below a year ago, and 
only 7% off from the high established last August. 
Similiarly, the consumer price index shows a rela- 
tively insignificant drop from its 1948 peak. More 
detailed data about price movements will be found 
in the Business Analyst section on page 698 in this 
issue. 


Cracks in Metal Price Structure 


We have stated before that farm prices have 
dropped back to a point more in line with industrial 
prices but the latter now too are beginning to recede 
in more pronounced fashion. Only a few days ago, 
the price of lead dropped 314 cents a pound after 
holding at length at an all-time peak price due to 
scarcity conditions. Elsewhere cracks in the metal 
price structure are multiplying. There has been a 
sharp break in steel scrap prices, a progressive 
weakening in non-ferrous scrap quotations, a cut in 
brass ingots, copper wire and secondary aluminum. 
All of which reflects the fact that consumption of 
metals is declining and supplies are accumulating, 
though the demand-supply outlook continues be- 
clouded by uncertainty regarding requirements for 
defense, foreign aid and lend-lease purposes. Addi- 
tionally there is the question of Administration 
stockpiling which can readily be stepped up to 
counter any undesirable price weakness. 

The important fact is that price correction has 
been orderly, governed by changing market condi- 


panicky liquidation, and it is likely to continue so. 
One reason is that no one knows at what point 
demand-supply equilibrium will be attained. In view 
of the vast expansion of our economy, prewar ex- 
perience won’t furnish the answer. Only the future 
will tell. Because this is so, businessmen today can- 
not foresee how far price correction may yet go, 
and at what level stabilization will occur. There is 
a considerable weight of opinion that postwar prices 
will continue sharply above prewar because of ex- 
panded costs of production, primarily labor costs 
and higher taxes. None of them is likely to come 
down soon, hence there is a definite limit to price 
correction. This all the more because Government 
spending is apt to counter private deflation, and 
such spending will be felt more in a few months 
hence. 

All of which strengthens the belief that prices for 
the time being at least may have reached a tem- 
porary plateau which may be conducive to less hesi- 
tant business decisions regarding buying policies. In 
fact, the ultra-caution recently prevailing should be 
a powerful force against any broadening out and 
deepening of present deflationary influences. Busi- 
ness has been buying on a hand-to-mouth basis and 
cannot do this forever. Any change to more confident 
buying policies will have stimulating effects. 


Employment Trends 


The trend of employment since the start of the 
year has been a matter of concern but here, too, 
prospects point to stabilization if not improvement 
during the months (Please turn to page 707) 









































Manufacturers’ Orders 
Indexes of Value of New Orders Received: Avg. Month 1939=100 
—1947— 1948 
Industry Group Nov. Dec. Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec 
All industries reporting new orders... 268 252 251 251 257 252 244 265 246 251 265 249 254 243 
Dini ONS 5 a 292 291 287 314 292 267 307 291 287 303 278 277 290 
lion, steel and products... 348 322 325 321 371 320 282 335 311 303 314 285 282 300 
Machinery, including electrical... 348 344 312 299 329 309 284 330 305 302 323 296 306 318 
Other durable goods... 231 220 240 243 243 248 239 259 259 260 276 258 250 257 
Nondurable goods nn nenececnennne 244 228 227 230 223 228 230 240 219 230 242 231 240 214 
Source: Department of Commerce. 
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Varying Dividend Trends .... 
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Ticats numerous soft spots and cross cur- 
rents incident to economic readjustment, 1948 was 
the most profitable year for American business 
from the standpoint of aggregate earnings. Re- 
ported corporate profits reached an all-time high but 
behind this peak has been hiding a great deal of 
diversity, more in fact than in any previous post- 
war year. The reason was that 1948 was a year of 
returning competition, of mounting consumer re- 
sistance, of renewed impacts of seasonal influences 
— in short a year when for the first time since the 
war there was a distinct trend towards a more 
normal way of doing business. 

1949 will see an intensification of these trends and 
factors, hence everybody expects profits to fall off. 
The big question is: “How far will they tumble? 
With costs high, will moderate sales declines send 
earnings skidding? As it is, lower profits are being 
realized by a number of industries for the first 
quarter. Will this point to a proportionate drop for 
the year as a whole? 

Even last year, according to a study of the Na- 
tional City Bank, lower earnings were shown by 
about 35% of reporting companies, with decreases 
sharpest among those which experienced a falling 
off in sales (counter to the general trend) and were 
unable to maintain profit margins by reducing costs 
correspondingly. With the marked changes that 
have occurred in sales potentials, prices and com- 
petition in many lines, it stand to reason that record 
1948 income of many companies will be “water over 
the dam,” and certainly no reliable indication of 
what 1949 may hold in store. 

The overall profit showing in the near future will 
be determined by production volume, price levels 
and cost factors. Volume will show great variations, 
ranging from increases, as in steel and automobiles, 
to sharp decreases in lines where production cut- 
backs have occurred or may yet come. Receding 
prices, while making for lower dollar volume, will 
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By GEORGE W. MATHIS 


be helpful in establishing constructive pricing poli- 
cies so necessary today for sustaining sales. But 
labor costs may well average higher, only partly 
offset by gains in worker efficiency and economy of 
operations. 

By and large, it is the prospect of lower sales 
volume which more than anything else accounts for 
uncertainty in appraising earnings potentials. This 
is natural in view of much publicized lay-offs, output 
curtailment and plant shut-downs in various lines; 
yet these are factors that must be interpreted cau- 
tiously and judiciously. In many instances, such 
measures are temporary, or reductions were made 
from high levels, often considerably above the 1948 
averages. Frequently also, they apply mainly to mar- 
ginal companies, usually hit first and hardest by the 
shift back to a buyers’ market. Well entrenched and 
more efficient producers will hardly be affected in 
the same degree. In a broad and general way, it can 
also be said that major sufferers in terms of profits 
will be those industries and companies which 
exploited sellers’ markets to the utmost; that those 
which have exercised price restraint may suffer 
least. And strongly diversified manufacturers may 
not reflect the recession in business and prices nearly 
as much as others, since readjustment is unlikely to 
hit all lines simultaneously. 

Care should also be taken in recognizing seasonal 
or special factors of little long range significance. 
As to the former, we must again get accustomed to 
seasonal fluctuations in profits without deducing 
therefrom any undue threat of basic deterioration. 
It means that in dull seasons, comparisons with a 
year ago will not look good (as almost certainly 
will be the case with first quarter earnings), yet 
aggregate 1949 profits may prove more favorable 
than now generally anticipated. 


Affect Earnings, Dividends 


All of these factors will not only affect earnings 
but also dividend policy, quite apart from the psy- 
chological element — just now highly important. 
Then there is the question of capital needs. A good 
many companies having completed their postwar 
expansion programs will require less capital, thus 
can afford disbursement of a greater proportion of 
earnings to stockholders, which may mean higher 
dividends despite smaller earnings. Another ques- 
tion is that of depreciation. The frequent inadequacy 
of depreciation reserves, plus preparations for a 
highly competitive year, may cause many firms to 
husband their cash resources. All of which is likely 
to make for diverse dividend decisions. 
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Companies which Reduced or Passed Their Dividends in 1949 
Dividends Per Share & 
Net Per Share 1949 Reduced Div. Recent Range 4 
1947 1948 1947 1948 From To Yieldt Price 1948-49 : 
American Stove $2.23 $ .35b $1.45 $1.20 Dividend Deferred 12.0% $10 $24!/,- 97% 
Bon Ami “B” 2.68 1.81 3.00 2.50 $.62'/2 Q to $.40Q 9.6 26 51 -23!, 
Evans Products 6.52 34b A2'/, 50 Dividend Deferred 6.2 8 20!/- 7\/, 
ee) * aaa FF .33b 90 40 Dividend Deferred 8.0 5 12'- 41, 
Houdaille-Hershey 4.61 2.95 1.00 1.00 Dividend Deferred 9.1 i 1834-103, 
Master Electric 5.38 3.03 2.404 2.40 -60 Q to .25Q 17.2 14 2714-13 
Midvale def. .84 def. 2.78 2.00 1.75 Dividend Deferred 13.4 13 2512-12 : 
McCall 5.81 3.25E 3.00 3.00 .75 Q to .50Q 15.0 20 41'/-20!/, || | 
fanonel Contoimer kn ED 2.28 1.104 1.20 .30 Q to .20Q 17.2 7 1314. 7I/, : 
Newport Industries . 3.90 1.82 2.00 1.25 Dividend Deferred 12.5 10 26%- 9'/2 
Standard Brands ........... 2.32 2.00 E 2.00 2.00 50 Q to .309 10.5 19 29'/o-17 3, 
Thermoid 1.21 LIS5SE .90 10% stock Dividend Deferred  _....... 5 1034- 5! 
United Board & Carton i ccccccncnenennneee Sal I 4.95 1.25 1.25 Dividend Deferred 10.8 6 154-5 
U. S. Lines 7.13 2.47 2.12!/ 2.50 .62'/2 Q to .50Q 19:2 13 214-112 |}! 
i; Ss anaosinal Chem. BO def.E 3.50 2.50 Dividend Deferred 13.2 19 423/4-191/, 
Yeuow. Gab __....... ~~ at 1.20 1.10 1.00 Dividend Deferred 14.3 7 Il -6 
$—Based on 1948 dividends b—nine months | 
E—estimated Q—quarterly 
a—adjusted 



























Last year some 600 companies raised their divi- 
dends while over 100 reduced or eliminated pay- 
ments to shareholders. It is natural that more cau- 
tious policies will prevail this year. Yet some 124 
firms so far in 1949 have announced dividend in- 
creases, including extras, while about half that num- 
ber have cut payments and a good many others have 
deferred decisions. Some of these, in either category, 
are listed in the attached tables. 

By consulting Table I, it will be seen that divi- 
dend reduction or deferment has invariably occurred 
where either profits have already declined substan- 
tially or where the sales and earnings outlook has 
become dubious. In many cases of course, postpone- 
ment of dividend action is not tantamount to definite 
omission but merely reflects a desire to wait and 


see how business shapes up. Thus the sharp profit 
drop of such concerns as American Stove, Evans 
Products, Federal Motor Trucks and U. S. Industrial 
Chemicals readily explains why dividends have 
been deferred, and lower earnings elsewhere offer 
justification for dividend reductions. Still there is 
need to probe beneath the surface to obtain a proper , 
idea of earnings potentials. 


Non-Recurrent Items 


Take U.S. Industrial Chemicals, for instance, | 
which for the nine months ending December 31, 
1948, reported a deficit of $3.92 per share. Sales 
for the period fell off to $41.9 million from $59.3 
million for the like preceding span, resulting in the 

























































































































































Companies which Increased Their Dividends in 1949 
Dividends Per Share 
Net Per Share 1949 Increase Div. Recent Range 

1947 1948 1947 1948 From To Yield Price 1948-49 
American Chain & Cable eee $ 3.65 $ 4.75E $1.40 $2.00 $.35Q $.40Q 95% $21 $27 -183, f 
American Smelt. & Ref ; 12.65 11.75 E 5.00 b 5.50 50 | 75 | 11.0 50 68 -463;, j 
Archer-Daniels-Midland 00cm. 959 7.55 1.25 2.00 25 | 501 6.9 29 3434-24 
Armco Steel ..... 7.44 8.00 E 2.00 2.00 b 50 | .62!/) | 8.0 25 32!/,-23'/, 
Burroughs Adding Mach. eee «126 2.52 75 75 15Q .20Q 5.0 15 1734-12 |] ¥ 
Chrysler mate trmaeretecs 7.72 10.25 2.87 a 4.00 1.00Q 1.25Q 7.4 54 653%4-505 | 
Froedtert Grain & Malt cc cccemcescmne 1.41 1.73 65 75 1712Q .20Q 6.3 12 121-10 
pn 6.25 9.72 3.00 4.50 .75 1 1.251 7.6 59 66 -50!/ 
Goebel Brewing 86 84b 40 45 .05Q 10Q 75 6 634- 4 
Jounan B yonhton... 6.65E .25 ab 80 b .20Q .25Q 2.4 33 36 -203% 
Libbey-Owens-Ford ee 4.38 5.56 3.00 3.50 50Q .75Q 7.3 48 56!/,-43!/, 
McGraw Electric 5.49 AR 3.50 3.50 50Q 75Q 10.6 33 423/,-29 
National Tea ..... Ae 5.45 5.08 1.25 1.87! 37'/2Q 50Q res 25 3034-21 
Ronson Art Metal Works 2000 een- 6.08 9.00 E 2.25 3.50 30Q .40Q 14.0 25 2414-1536 
U.S. Pipe & Foundry ~ eZ 8.14 1.60 2.80 .70Q .75Q 6.0 47 531/,-39!, i 
Youngstown Sheet & Tube. «3.3 17.74 4.00 5.00 1.00Q 1.25Q 7.0 71 8934-633, 

$—Based on 1948 dividends a—adjusted Q—quarterly 
E—estimated b—plus stock l—irregularly, usually every three months 
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halving of pretax net. During the December quarter, 
there was a charge against earnings for a $3 mil- 
lion inventory write-down, producing a deficit of 
$5.14 per share for that quarter. Since this charge 
presumably is non-recurring, the future showing is 
apt to be somewhat better though still bound to re- 
flect declining sales and the acute price competition 
in the industrial alcohol field. 

Federal Motor Trucks prior to omission of the 
latest dividend, in common with most other truck 
manufacturers has been reporting sharply declining 
sales and so far there are few signs of an early 
reversal of this trend. American Stove Co. describ- 
ing 1948 earnings as unsatisfactory and adversely 
affected by an expansion program now completed, 
decided to postpone dividend action until later in the 
year when the business trend will be more definitely 
established. 

In short, current dividend action in most cases 
gives an excellent clue of management thinking 
about the future outlook. This of course also holds 
good for those companies which despite current gen- 
eral uncertainties have decided to raise their pay- 
ments. Some of these are listed on Table II. Higher 
payments at this time reflect either confidence in 
the earnings outlook, lessened need for cash for 
expansion, or both. Wherever payments have been 
stepped up, the chances appear good that the higher 
rate can be maintained throughout the year though 
not necessarily so. In most cases, the new rates are 
still moderate in relation to last year’s and prospec- 
tive earnings. 


Take such companies as General Motors, Chrysler, 
Youngstown Sheet & Tube, U. S. Pipe & Foundry, 
Armco Steel, American Smelting & Refining where 
recent earnings as well as earnings prospects fully 
justify the increases in rates. Any need for subse- 
quent reconsideration may find expression in the 
size of the year-end extras rather than in reduction 
of the newly established rates. This of course must 
be stated with the reservation that in the event of 
a really sharp business recession, all bets are off; 
but such an eventuality is not now foreseeable. 


Reluctance to Cut Dividends 


On the whole companies have been reluctant to cut 
dividends even in the face of lower earnings unless 
convinced of the absolute need for reasons of finan- 
cial prudence; often there exists an adequate earn- 
ings cushion, and dividend rates are moderate 
enough to obviate such drastic action. But much 
depends on the future trend of sales. 

Year-end financial statements in growing numbers 
are conveying managements’ expectation that it will 
be difficult this year to preserve profit margins. 
Many companies frankly anticipate conditions not 
conducive to the maintenance of capacity volume; 
they look for closer approaches to break-even points. 
Since the latter have been greatly raised by rising 
costs, there is naturally much investor speculation 
as to how vulnerable earnings might prove in the 
event of falling sales. In this respect, a survey of 
1948 results is not too (Please turn to page 710) 




































































Comparative Sales and Earnings Statistics 
Net Sales Operating Margin 
($ mil.) y Net Per Share Net Per Quarter 
1948 1947 1948 1947 1948 1947 Ist 2nd 3rd 4th 
Automobile Companies 
Chrysler $1,567.9 $1,362.6 9.0% 8.7% $10.25 $7.72 $1.71 $2.40 $2.77 $3.37 
General Motors i ccccccnnennnn 4,701.8 3,815.2 20.0 17.3 9.72 6.24 2.12 2.43 2.67 2.50 
Hudson 274.7 159.5 8.0 6.0 7.28 3.17 .80 1.42 8! 4.25 
Packard 233.2 116.6 im nia 1.00 .07 .09 .33 .22 .36 
Automobile Accessories 
Murray Cor. 5... 92.5 65.0 6.9 8.3 3.21 2.85 95 61 def. .01 1.66 
Houdaille-Hershey ee 37.6b 43.2b nee pms 2.95 4.61 .28 .22 75 1.70 
Hayes Industries ieee 5.79 40g 13.2g 2g 1.32g def..23g .33 .34 49 24k 
Building 
Flintkote 81.3 73.6 19.3 20.5 5.86 6.27 1.24 .87 1.88 94 
Johns-Manville ccc 173.5 133.9 14.5 11.4 5.22 KAY PY 1.12 1.78 1.55 
Ruberoid 57.5 52.4 16.9 17.1 11.80 9.89 3.29 52 3.30 1.69 
Electrical Products 
General Electric 0. 1,632.7 1,330.8 15.8 13.0 4.29 3.30 -.83 1.01 1.02 1.38 
Westinghouse Electric 970.7 821.3 11.0 12.6 3.88 3.59 97 87 .62 1.43 
Master Electric ... 13.4 16.9 a io 3.03 5.38 1.19 .66 84 .33 
Bendix Home Appl. ..... 50.2 81.3 13.0 21.8 3.78 10.08 1.57 85 1.13 .23 
Emermon Glecttic 2-2... 28.4h 23.2h 10.2h 12.3h 3.02h 2.89 h 91 -93 19 52 f 
Textiles 
Celanese Corp. ccc : 230.4 181.1 28.8 22.8 6.61 3.83 1.63 1.86 1.50 1.62 
Colomaniwuts = 44.1 34.8 ; 10.44 9.87 2.88 2.80 2.80 1.96 
Burlington Mills ............. 288.2 216.9 23.1 19.1 7.53 6.48 1.47 2.11 2.21 1.74 
Tires and Rubbers 
OR AS 419.8 410.2 12.6 11.9 16.57 16.18 7.644 8.93 a 
Mohawk Rubber ..... 8.5 8.2 8.0 10.5 2.74 3.53 ie sae 
Seiberling Rubber ......................... 28.4 32.1 4.7 2.7 .75 58 59a 16a 
Office Equipments 
International Bus. Mach. ........... 162.0 144.5 39.3 37.6 11.21 9.40 2.67 2.85 2.93 2.76 
Remington Rand an 156.5 ¢ 161.2¢ 2.45 ¢ 3.79 ¢ 1.01 .64 43 .37 
Royal Typewriter nn eeeccncnesnne 49.7g 35.6g 18.4g 18.4g 4.99 g 3.49 g 3.12 e 1.82e 
a—semi-annual earnings f—December quarter 
b—nine months g—fiscal years ended in July, 1947 and 1948 
c—I2 months ended Dec. 31 h—fiscal years ended in Sept., 1948 and 1947 
| e—6 mos. ended July 31, 1948 and Jan. 31, 1949 respectively k—Jan. 31 quarter 
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Higher Depreciation 


~ Charges vs. New 
_, Productive 


Capacity 





By PHILIP DOBBS 


PP Sawa industry last year spent the vast 
sum of about $18.8 billion for new plant and equip- 
ment, an all-time annual record. This brought total 
outlays since the end of the war close to $50 billion, 
all to expand or modernize the nation’s manufactur- 
ing, transportation, utilities, mining and commercial 
facilities. And in the current year another $16 bil- 
lion or more seems likely to swell the score. It is 
evident that the American business structure has 
acquired a “New Look” that in the opinion of man- 
agement is expected to prove highly profitable. 

Granted, however, that these hopes materialize in 
the long run, there may be periods ahead when 
numerous concerns find largely increased deprecia- 
tion charges burdensome in attempts to maintain 
earnings at a satisfactory level. At such a time 
fixed charges on debt incurred to implement former 
expansion programs might also impinge upon mar- 
gins. If general business activity should subside or 
competition become unduly severe, elements of 
rigid allowance for interest and depreciation would 
impair potentials for achieving flexibility in break- 
even points. 

In turn, this factor would carry weight in de- 
termining net earnnigs and, to a somewhat lesser 
degree, dividends. Only by retiring debt or refund- 
ing at a lower rate can interest charges be reduced. 
Charges for depreciation or depletion, however, in- 
volve only bookkeeping adjustments that tend to 
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build up cash resources 
unless and until they are 
utilized. Otherwise the re. 


were universal 


shareholders. 

Under current condi- 
tions when construction 
and equipment costs have 
soared to about double 
those of prewar, the prob- 
lem of depreciation re- 
serves has been intensi- 
fied. To replace an obsolete 
facility with a new one of 
equal productive capacity 
now costing twice as much 
also doubles the annual 
depreciation requirements 
dollarwise. To some ex- 
tent, of course, this will be 
offset by the presumptive 
greater efficiency of the 
modern plant, but to war- 
rant the increased outlay 
from the viewpoint of return on invested capital, 
the degree of efficiency improvement now has to be 
abnormally substantial. This same factor enters the 
picture in considering outlays for additional new 
facilities. In both instances earnings must be shaved 
at all times by the proportionate rise in depreciation 
charges. 


Change in Policy Urged 


It is these circumstances that have led manage- 
ment to deplore the policies of the Internal Revenue 
Bureau to permit deductions for depreciation only 
on basis of original cost of the facilities with appor- 
tionment over the life of the fixed asset. The present 
rate is clearly inadequate to compensate for sharply 
advanced construction costs and for the disparity 
between dollar depreciation charges on old and new 
factories and equipment. So obvious has this prob- 
lem become that many large concerns have taken 
cautionary steps by setting up substantial reserves 
to allow for under-depreciation although they are 
fully taxable. United States Steel, for example, 
established special reserves of around $55 million 


last year alone for this purpose, while numerous , 


other concerns have adopted similar policies. 
_ Since strong pressure is being exerted on Wash- 
ington to liberalize tax-free depreciation allowances, 


it is not impossible that before long some success | 


sult is to improve treasury [ 
positions and in this man. } 
ner to bolster hopes of} 
dividend stability. This[ 
factor was largely respon- f 
sible for the ability of in-f 
dustry as a whole to pay 
dividends in excess of re- |= 
ported net earnings dur- 7 
ing a number of years in | 
the 1930s. Inflexible al- 7 
lowances for depreciation 7 
in that 7 
period of low earnings, 7 
although outlays for fixed 7 
assets were cut to the 7 
bone, thus cushioning the © 
strain on working capital © 
created by distributions to ~ 
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Comparative Income Account Figures 
a, Net Sales Net Income % Deprec., Depl., etc. % Fixed Charges y 
($ mil.) % ($ mil.) mil. i$ mil.) 

1946 1948 Increase 1946 1948 Increase 1946 1948 Increase 1946 1948 = Increase 
American Brake Shoe $77.6 $120.2 54%, $4.0 $5.2 30% $1.9 $2.6 36% ap et. ee 
American Cy dees. 146.5 232.0 58 8.7 11.8 54 4.9 8.6 76 $l.t $14 28%, 
Celotex 33.1 54.2 64 3.8 6.8 79 6 a 1 2 3 50 
Chrysler . 870.0 1,567.9 80 269 89.2 232 21.9 15.4 27¢ 
Crucible Steel 88.1 130.8 48 5 3.6 620 2.0 2.5 25 5 1! 120 
Deere i” esa 143.9 309.7115 9.6 27.7 190 1.9 4.6 142 6 6 
Eastman Kodak . 274.7 435.4 59 35.7 55.5 56 9.5 14.7 54 
Ex-Cell-O 19.3 24.2 25 1.2 2.5 107 6 1.9 216 
Johns-Manville 92.0 173.5 88 5.8 15.4 165 2.4 4.2 75 ns ae 
international Bus. Mach. 119.4 162.0 48 18.8 28.1 50 119 17.8 50 5 1.7 240 
Merck 61.6 72.9 ‘18 6.0 85 42 #14 22 57 eae * 
Scott Paper 46.2 (73.6 60 2.0 ss © 2 th wm ee 
Scoville Mfg. 62.9 806 28 32 i 2-2 ee oe Te 100 | 
Sylvania Electric 693 99.344 2.4 3.8 58 9 1.7 89 ‘ae oS 
|U. S. Hoffman Machinery 24.1 (18.1 2c 19 4 78c A 8 100 a | 
a—not computable ns—not stated | 
|c—decrease 
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along these lines may be achieved. But in this event 
it is important to realize that accelerated deprecia- 
tion at fixed rates would narrow the ratio of this 
operating item to gross income, thus heightening 
the significance of the subject we are discussing. 
The increased fixed charges would lift rather than 
curtail present high break-even points in many 
cases. During a recessive period this might cause 
a significant decline in net earnings, in some in- 
stances conceivably to the detriment of dividend 
stability. 

Where the yardstick of income return on net 
worth is employed, increased depreciation reserves 
have constructive potentials, for the percentage is 
based upon ultra-conservative estimates of current 
values of facilities. The fact is often overlooked 
that the large sums spent in postwar for expansion 
and modernization do not imply a corresponding 
increase in productivity. Complete abandonment or 
replacement of worn-out or outmoded plants and 
equipment in recent years has had the same effect 


as accelerated depreciation and with probable bene- 
fit to tax accounting in some cases. In the instance 
of General Electric Company, for example, heavy 
dismantlement costs plus normal depreciation rates 
(aside from war years) reduced the net book value 
of its plants at the end of 1948 to less than the cost 
of additions during the past three years. But de- 
preciable plant values expanded by $87 million last 
year, based on original costs, thus increasing the 
amount of annual markdowns. 


Financing an Important Factor 


An important factor not to be overlooked in a 
discussion such as this is that the recent record 
industrial outlays for plant and equipment have 
been largely financed by internal capital formation, 
in other words by retained earnings. It is estimated 
that for several years past, amounts distributed as 
corporate dividends have absorbed only about 40% 
of net earnings after (Please turn to page 710) 
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Changes in Net Property, Funded Debt and Capitalization 
Net Property Funded Debt Capital Stock % Total Capitalization % 
$ mil.) 2 ($ mil.) % ($ mil.) $ mil.) 

1945 1948 Increase 1945 1948 Increase 1945 1948 Increase 1945 1948 Increase 
American Brake Shoe nec ccccnn $15.4 $35.4 130% ; $21.7 $35.0 62% $21.7 $35.0 62 
American Cyanamid 2 ccccccnonnen 35.1 92.5 164 $25.0 $61.1 145% 41.8 66.5 59 66.8 127.6 90 
Celotex 5.1 Zbe2 315 4.8 6.7 40 5.9 6.0 2 10.7 12.7 18 
Chrysler 71.6 149.7 108 aes : 207 1 20.7 y | no 
Crucible Steel 26.8 54.2 102 12.2 24.1 98 42.7 43.6 Z 54.9 67.7 23 
Deere . eR tae 23.8 63.9 167 19.5 19.5 él. 60.9 le 80.6 80.4 le 
Eastman Kodak 83.2 171.2 er Se ae 130.0 136.1 4 130.0 136.1 o 
Ex-Cell-O 1.2 4.4 266 : 1.2 2 . 1.2 1.2 ee 
Johns-Manville 23.3 64.2 175 et 5.5 a 51.0 55.2 8.0 51.0 60.7 19 
International Bus. Mach... 60.5 114.1 89 17.0 85.0 400 36.9 36.9 53.9 121.9 125 
Merck ....... 13.7 27.0 ) eS 11.0 13.1 19 11.0 13.1 19 
SESH AUC) ae SEE 11.6 13.6 17 a 14.7 21.9 49 14.7 21.9 49 
SCOVNINM Gig ee 39.4 52 |. eS 100 c¢ 26.2 39.6 52 29.0 39.6 36 
Sylvania Electric .... oe 16.9 7.) 14.8 a 17.7 19.1 8 17.7 33.9 92 
U. S. Hoffman Machinery ......... c2 3.4 100 4.1 a 2.1 4.1 95 2.1 8.2 290 

a—not computable c—decrease 
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GRQRCNING: 6. 
Washington e 


RECOMMENDED reading for business and industry is 
the series of reports by the Hoover Commission on 
Government Organization. Most of the series, which 
eventually will cover 18 topics, already is in the 





WASHINGTON SEES: 


President Truman is seen heading for a crackup 
with the 81st Congress not because, as some have 
suggested, he is a changed man under the im- 
pulse of his November election at the polls, but 
rather because he has not changed. Today he is 
treating what could be a friendly congress, with 
numerical control in the hands # § his own party, 
much the same as he handled the 80th Congress 
when the republicans had what was for him an 
“impossible” majority. 


Mr. Truman built wisely for the campaign by 
attempting to jam legislation through the GOP- 
dominated congress, and interpreting refusal to 
act as a strike against the common man. He 
vetoed bills he knew would be passed over his 
formal objection. He forced the ey oetong then, 
to play politics with hundreds of postmastership 
nominations, and admit the “freeze” on confirma- 
tions was purely politics, a delaying action “until 
the new Administration” sends up republican 
names. 


A more cooperative attitude was expected in 
the new White House-Congress alignment. But it 
hasn't appeared. The President demanded that the 
new labor bill be reported out without amend- 
ment; he has sent nominations of cronies without 
consultation with senate leaders; he indorsed clo- 
ture by majority of those present and voting while 
his senate leader, Lucas, was fighting on another 
front, and pulled the rug from under his Capitol 
Hill lieutenant; he has demanded civil rights legis- 
lation at the expense of all other bills. And the 
signs of disaffection are showing where they usual- 
ly begin, on little things. “He's vacationing too 
much," one hears on Capitol Hill. 





HOOVER COMMISSION REPORTS 


By E. K. T. 





hands of congress but there has been no time to 
evaluate the proposals which, if adopted, would make 
the most sweeping changes since the states feder- 
ated. And it would take years to re-shuffle the de- 
partments and agencies. Since the pattern is not one 
which must be adopted or rejected in entirety, care- 
ful attention is indicated as segments make their 
appearance in legislative form. 


CONSOLIDATION of the present 65 departments and 
agencies reporting direct to the President into about 
20 bureaus is proposed in the overall study. The 
commission finds overlapping, inefficiency, and 
archaic methods in many old-line offices. The Post 
Office Department is one; belief is expressed that 
“streamlining” would come close to wiping out its 
traditional deficits. Personnel weakness and lack of 
internal organization is charged against the State 
Department. Agriculture Department should get 
down to the dirt farmer problem, not be so lofty; 
and it should end overlap with Interior Department. 


SENSIBLE suggestion (somewhat short on details) is 
that federal budgets and accounting should be re- 
cast to tell the public what the money is wanted for, 
and what the taxpayer received for it. Military uni- 
fication should be speeded to attain its announced 
goals: efficiency, economy, more civilian control. 
Veterans Administration, a big spender, should di- 
vorce its insurance activity from its other work. 
Department of Commerce should be enlarged in 
scope and should absorb transportation activities, 
other than regulatory functions. 

TREASURY methods were found obsolete, and not 
sufficiently embracing in the fields of finance; it 
should include RFC, FDIC, and the Export-Import 
Bank, for examples. Interstate Commerce Commis- 
sion, Maritime Commission, and Civil Aeronautics 
Board would be merged under one report—sup- 
ported, however, by a minority, but attracting some 
congressional interest. Both air and shipping lines 
are getting more subsidies than is economically wise, 
it is also suggested. Promised for release by the end of 
March is the commission’s report on “Business Enter- 
prises.” The title arouses interest, but the field to be 
covered hasn’t been delineated. It may be “‘The’’ re- 
port for business! 
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Republican taunts of the democrat-controlled 
congress are beginning to register. The majority party 
has been egged on to reply and from now until summer 
weather ends the session, there will be charges and 
recriminations -- and the legislative program will suffer. 
While the performance thus far has been negligible in 
both houses, sentiment is growing that the best interests 
of legislating would have been served with one less goal 
attained; that it would have been preferable to 

continue under the old Rules Committee setup, rather 
than create the situation which made possible the 

Rankin "pension grab" bill. 












































Democrats can point to almost nothing in the 
senate. The filibuster threw the entire program out of 


gear. So they are resting upon the record of the house: 
TVA steam plant, killed by the GOP last year, passed this year; reciprocal trade 
agreement program, extended this year with the crippling amendments of last session 
knocked out, and now headed for three more years existence; three-year extension 
of export controls; a new Commodity Credit Corporation bill nearing house action; 


progress on minimum wage legislation. 


























If Russians read their own propaganda (and there is little penetrating 
the Iron Curtain to set them straight) they will be well prepared, psychologically, 
to set off the spark of war. Life in the United States is depicted in a recent edition 
of PRAVDA, official Soviet publication, in this fashion: "Production is falling, 
chaos increasing, the army of unemployed growing, inflation increasing, the 
purchasing power of workers declining, real wages falling, every seventh city dweller 
starving, 10 million farmers living in dire need." 





























Trade unions have begun a campaign to bring cooperative enterprises into 
an alliance. Thrown out for consideration is the argument that labor and the co-ops 
are aiming at the same target -- a better return for the consumers’ dollar. 
Concentration is on Greenbelt, cooperative community a few miles from Washington, 
created during Tugwell days -- and the only one that has successfully survived. 
Trouble is, the cooperative members, employees themselves, also function as employers 
in their co-op activity. The coalition suggested by the laborites runs into 
trouble there. 
































Tongue-in-the-cheek argument against continuing taxes on colored 
oleomargarine, was sent to congress by the International Association of Machinists. 
Asked was repeal of the "feather-bedding law" that makes unnecessary work at home 
for working men: "pushing the coloring powder into the margarine." The penalty 
tax on the manufactured-colored product, says IAM, accounts for an estimated 
88,000,000 hours of unnecessary kitchen work -- eight minutes to the pound, 
on last year's sales of 686,000,000 pounds. 


























Lessons learned in the mobilization and wartime years are being carried 
into the peacetime era. The Munitions Board, explaining its function is primarily 
to serve military purposes, cites the fact that it also requires the benefit of 
business experience and know-how, such as industrial mobilization, purchasing 
procedures, stockpiling, and others. A Committee on Facilities and Services soon 





























non-military men. The dollar-a-year man isn't in sight just yet, but he may be 
just around the corner! 














Prospect is that the federal government may go deeply into the direct 
lending business to builders who say they cannot get satisfactory credit elsewhere. 
Irony of it is, that the proposition is being considered -- quite favorably at 
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present -- in connection with the so-called "private enterprise bill." Project is 
to expand the lending powers of the Federal National Mortgage Association. 





There's some comfort for the taxpayers in the explanation that the 
Interior Department's schedule of activities is not designed for immediate applica- 
tion. Just completing its first 100 years of existence, the Department plans for 
its "second century": basin-wide development of western rivers to add 
17 million acres of irrigated land and increase yields on 9 million more by 
Supplemental water; reseeding of 22 million acres of land as aid to water supply; 
restore and increase grass and other vegetation on western range lands; replant and 
reseed hundreds of thousands of acres of forests. 


























President Truman's casual comment at a news correspondents dinner 
here that the White House will be structurally sound four years hence "when the next 
man moves in as President," has set off a score of candidacy booms within his party. 
The fact that Vice President Alben Barkley will be 75 years old when the next 
election rolls around, eliminates him as a contender, throws both top spots open, 


and makes for even more speculation. 





























The "hopefuls" are torn between two desires: 1) They don't want to spend 











What the happy medium is, none seems to know. Most of those now being mentioned 
are in congress, and virtually all of them face election in their own precincts 
before the next balloting for President comes along. Eliminations could be 
numerous, as for examples, Senator Myers in the usually-republican State of 
Pennsylvania, Senator Brien McMahon in traditionally GOP Connecticut. 




















With an investigation of insurance company practices on the congressional 
agenda, and the certainty that other probes will be a "must" for politically-minded 
lawmakers, steam is being generated behind a demand for a new code of practices for 
the committeemen. The Committee on un-American Activities was not the only 
offender. Badgering of witnesses has become the rule, and constitutional rights 
have gone down the drain. 





























Likely to serve as basis for the new rules are boundaries set up ina 
report of the New York Bar Association. Aims are: to protect witnesses and inrio- 
cent bystanders against reckless exercise of the proper powers of congress by pro- 
viding that the purpose of the investigation be clearly and publicly stated; that 
witnesses may be accompanied by counsel, may read the stenographic transcript of 
their testimony and may obtain copies; witnesses may make oral or written state- 
ments, and engage in rebuttal. The circus atmosphere of moving pictures and tele- 


vision, and of radio broadcasting during taking of testimony would be abolished. 






































Suggesting the possibility of new declines in food prices is the fact that 
Marshall Plan countries have progressed more on the food front than in other 
particulars, and a drop of 20 per cent in export of agricultural surpluses is not 
unexpected. Anticipating this, Administrator Hoffman has asked congress not to 
consider ECA a tool for surplus disposal. He doesn't want the responsibility for 
what may happen in future months lashed onto him. 






































Long-range view of ECA operations brings into focus the possibility many 

















deavor to help Europe back to its feet. Expansion of agriculture has been encour- 
aged and this nation may yet find itself paying twice for the Marshall Plan, the 
viewers-with-alarm point out, by (1) Cash donations and loan. (2) Losses on ac- 
cumulating food surpluses for which a lesser market, or no market, will exist. 

















House Small Business Committee will not toy with descriptive titles but ; 
will plunge directly into investigation of "bigness" in business, identifying the 
probe as frankly just that. Consideration is being given to the principle that the 
way to correct antitrust violations is legislation -- quicker, cheaper for all 
parties than court actions. 
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The Decline 








in WORLD 
PRICES... 


By V. L. HOROTH 


Whaat has been happening these last few 
months to prices outside of the United States? 
Is the decline in prices also developing abroad, 
or is it something confined to this country that 
has grown out of business recession here? Are 
the price developments 
abroad likely to brake or 
accelerate the downward 
trend here? These are 
some of the questions that > 
are being asked with Eps en. ~~ <<; 
some concern not only by Pie 


wm Ee 






businessmen in thee——,.> “Sg | . ‘ 
United States but the QQ = Seer 


world over. 

The price decline in this country has by this time 
assumed fairly substantial proportions. The almost 
uninterrupted decline during the past six months 
has brought the official index (Bureau of Labor Sta- 
tistics) of wholesale prices some 7 per cent below 
the peak established last August. In the past, and 
particularly since the war, prices here have tended 
to set the pattern for prices abroad; this has been 
quite natural, in view of the tremendously important 
role played by the United States in the world econ- 
omy. In 1946, for example, the sharp price rise here, 
following the price decontrol, was an important fac- 
tor in the world-wide rise of food and raw material 
prices that subsequently took place. 

Will the price decline in the United States again 
set the pattern for the rest of the world, as it did in 
1946? This is something that the foreign business- 
man in particular is concerned about. Between lower 
prices of various products that this country imports, 
and the possibility that the volume of our imports 
may be down in view of receding business here, 
there is a distinct possibility that foreign earnings 
of dollars in 1949 may be smaller. 

On the other hand, the American businessman is 
beginning to worry that the cumulative influence of 
deflationary forces working not only here but also 
abroad, will accelerate the price decline and will 
force him to make far-reaching adjustments. Indeed, 
evidence is accumulating that deflationary forces are 
working abroad. More and more countries report 
that the supplies of individual products are catching 
up with demand, that the people are no longer rush- 
Ing to buy goods as they used to, but are more selec- 
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tive, waiting for bargains and even saving their 
money. 

Following is a brief survey of price developments 
abroad. The actual statistical evidence of price de- 
clines is still meager, for a number of reasons. In the 
first place, the downward trend of prices is still a 
relatively recent development, and wholesale price or 
the cost of living indexes are at best available only 
for the month of January. Actually, for most of the 
countries the November and December data are on 
hand. Second, a good many foreign indexes are still 
based at least partially on official prices that have 
been kept stable by a complicated system of subsi- 
dies, allocations, rationing and other measures. Only 
as prices are decontrolled, subsidies abandoned, and 
rationing lifted, do the price indexes become more 
sensitive to the current changes in the supply-de- 
mand relationship. 


Mixed Price Trends in Western Europe 


The technique in most European countries has 
been to decontrol prices, lift rationing, or suspend 
subsidies in proportion to the fall in prices of those 
products included in the official indexes. Since some 
of the “repressed demand” is usually released as a 
result, the effect on the price index may be nil. Thus 
changing supply-demand relationships may remain 
obscured, except for reports of goods accumulating 
in stores or growing consumer resistance to higher 
prices. Another clue may be a decline in the black 
and gray market prices. 


In Great Britain, the price decline has thus far been 
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confined to a number of food products, such as pota- 
toes, vegetables, and groceries. The main food items, 
cereals, meat, eggs, etc., continue to be subsidized, 
and their prices are unchanged. The prices of manu- 
factured goods are still rising. 

In France, the price drop has also been limited to 
farm products. Potatoes and eggs have recently de- 
clined as much as 50 per cent — but in some regions 
only. The great price discrepancy — in Paris, for 
example, eggs and vegetables may be selling at prices 
three times as high as in remote provincial cities — 
has been due to market disorganization and poor dis- 
tribution. The purchasing power of farmers in some 
areas is said to have been seriously affected; this 
development, however, releases goods formerly 
absorbed largely by farmers to industrial workers. 
French farm organizations are demanding that the 
Government control the prices of fabricated goods 
and that exports of farm products be increased. 
Otherwise the farmers threaten “to strike.” All this 
is rather difficult to reconcile with heavy food ship- 
ments to France by the ECA, and France’s pledge to 
expand her production. 


A British Comment 


The London Statist has recently commented on a 
study by a French economist Jean Claude that while 
French prices increased more than 19 times since pre- 
war, the means of payments, notes and bank deposits, 
increased only 1214 times. After allowance for in- 
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creased turnover of money, Mr. Claude concludes that 
either French prices are too high and must fall, or 
that the means of payment are too few and must 
increase. Much the same is probably true about other 
European countries. If the turnover of money and 
deposits could be slowed down — or to put it in less 
technical terms, if people stopped spending money 
and began to save — a considerable price decline 
would probably take place without the supply of goods 
being increased materially. 


Price Decline In Belgium 


Elsewhere in Europe, the price decline has been 
most evident in Belgium, which was one of the first 
European countries to decontrol prices and to end 
rationing. Compared to other Western European 
countries, the Belgian prices are, however, high, and 
this factor and the lack of francs on the part of Bel- 
gium’s customers are the main reasons for the reces- 
sion developing there. Prices are also declining in 
Switzerland, after a period of very heavy imports. In 
the Scandinavian countries, prices have more or less 
leveled off. Swedish exports are down somewhat as a 
result of lower newsprint prices, while the Danes are 
paying somewhat lower prices for their imports. 
Dutch prices have been rising partly as a result of 
the removal of subsidies and controls. 

With the exception of Spain, where inflation is 
rampant and prices are rising steadily, the price 
trend in other European countries is mixed. Although 
goods are definitely becoming more abundant, infla- 
tionary pressures in a country like Italy are still 
strong. 

In Canada, where economic conditions approximate 
those in the United States, the removal of the em- 
bargo on grains, cattle and meat exposed Dominion 
prices more fully to United States influences. More- 
over, the past import restrictions have made certain 
key import products less freely available, and their 
price has consequently risen. Despite these develop- 
ments, however, Canadian farm prices have been off 
since last August, but their decline forced the general 
index down only one per cent or so in January. 


Australia & South Africa 


In Australia, the general price index is still rising. 
As in this country in 1946, so was in Australia the 
discontinuation of price control followed by upward 
price, cost and wage adjustments, as a result of which 
the purchasing power has expanded. The rise of wool 
prices to record-breaking levels has also contributed 
to the inflationary pressure. In South Africa, prices 
were carried upward in 1948 by a great investment 
boom. More recently, strict import restrictions have, 
as in Canada, resulted in greater scarcity of certain 
goods. The inflationary spiral has not been arrested 
yet. 

The available wholesale price and cost of living 
indexes show that inflation is still sweeping over a 
large part of Latin America. Government deficit 
financing and heavy business borrowing have con- 
tinued to expand general purchasing power faster 
than local production or imports can satisfy it. More- 
over, with the exhaustion of wartime accumulated 
gold and dollar reserves, an important source of im- 
ports was shut off, and in some cases the prices of 
imported goods have risen so much that they are no 
longer within the means of the local consumer. Im- 
port prices are generally much higher in Chile, Peru, 
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and Colombia. In Argentina and Brazil, the local pro- 
ducers have taken advantage of the elimination of 
foreign competition following import restrictions, 
and have been charging higher prices. 

Many of the projects in Latin American countries 
which were supposed to diversify and expand the 
local production of goods have by this time proved 
of doubtful value. Production costs are often com- 
pletely out of line with prices of imported goods. In 
Argentina, for example, the consumer will be defi- 
nitely worse off rather than better as a result of hur- 
ried industrialization. High production costs have, 
moreover, held down the output of many export prod- 
ucts, such as coffee in Brazil. This situation, dwin- 
dling exports and rising internal prices, are adding 
daily to the precariousness of the situation. 


South & Central America 


There are a few exceptions. Uruguay is making 
heroic efforts to keep prices down by means of con- 
trols and subsidies so as to avoid as much as possible 
upward wage adjustments that would add fuel to in- 
flationary pressures. This is in direct contrast with 
Brizil, where a heavy budgetary deficit coupled with 
a large increase in wages and salaries leaves little 
doubt as to the intensification of inflationary pres- 
sure. Prices have declined moderately in Venezuela, 
the Dominican Republic, and Ecuador, reflecting 
partly a better supply-demand relationship, particu- 
larly insofar as domestically produced food is con- 
cerned. In Mexico, prices have been relatively stable, 
considering that the peso has been devaluated by 
some 40 per cent. Many imported products, including 
automobiles, are now priced out of the reach of con- 
sumers. Adjusted for the peso devalution, Mexican 
prices are now more or less within the range of Amer- 
ican prices. This is also true of the Colombian cost of 
living, where the recent devaluation of the peso off- 
set somewhat last year’s price rise. 

Except for the Philippines, where, according to the 
latest available information, prices declined substan- 
tially as a result of a drop in such export commodities 
as copra, and as a result of the growing saturation of 
local markets with imported goods, available price 
indexes in other parts of the world are too old to 
reflect the repercussions of the American price drop. 
In general, prices began to decline in the Near and 
Middle Eastern countries as well as in Indo-China 
and Indonesia when the deficits created by heavy mili- 
tary expenditures ceased. But the adjustments from 
the price levels, which were as much as 10 times pre- 
war, have not gone smoothly. Inflationary pressure 
has not quite died down, is still persisting in many 
countries and was responsible for the price upturn 
last year in Turkey, Egypt and Iran. 


India & Far East 


In India, the uncertain political outlook, large 
budget deficits incurred in connection with refugees, 
a production slow-down, and the difficulties in reor- 
ganizing dstribution of goods following the partition 
of the country, brought about a sharp rise in prices. 
The authorities adopted a series of anti-inflationary 
measures last summer and prices have leveled off 
somewhat. However, the ultimate success is still in 
doubt. Official prices in Korea and Japan are still 
tending upward, but owing to much better harvests, 
there has been some drop in gray and black market 
prices. In China and Burma, which are still in the 
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midst of a runaway inflation, prices are rising 
steadily. 

What conclusions can be drawn from this brief 
survey of price trends the world over? In the first 
place, it is obvious that nowhere has the price decline 
been so serious during the past few months as in this 
country. It is still confined to a relatively few coun- 
tries and to a few groups of commodities. If anything 
can be said, it is that the price decline here has in- 
fluenced prices abroad much more than the other 
way around. 


Smaller Dollar Earnings Anticipated 


However, receding prices abroad may have a con- 
siderable influence upon our exports and imports, and 
our balance of payments in general. The commodities 
— the prices of which weakened most, include: oil- 
seeds and oils, burlap and jute, lumber, newsprint, 
woodpulp, rubber, cocoa, and a number of minor 
products. Last year we spent for these products 
around $2,000 million; it has been estimated that as 
a result of lower prices we may save $250 to $300 
million. If the price decline should extend to more 
commodities, and if we should then import less as a 
result of diminished activity in individual lines, then 
of course the cost of our imports will be considerably 
smaller. Instead of spending $71, billion for our im- 
ports, as anticipated, we may not spend more than 
$6.5 billion. 

Smaller imports mean smaller dollar earnings on 
the part of certain foreign countries — largely the 
producers of raw materials and foodstuffs, such as 
the Latin American Republics, India, the Philippine 
Islands, Indonesia, and possibly even Canada. This in 
turn means smaller U. S. exports to these countries, 
unless dollars are provided some other way: through 
loans or by means of (Please turn to page 708) 
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confined to a number of food products, such as pota- 
toes, vegetables, and groceries. The main food items, 
cereals, meat, eggs, etc., continue to be subsidized, 
and their prices are unchanged. The prices of manu- 
factured goods are still rising. 

In France, the price drop has also been limited to 
farm products. Potatoes and eggs have recently de- 
clined as much as 50 per cent — but in some regions 
only. The great price discrepancy — in Paris, for 
example, eggs and vegetables may be selling at prices 
three times as high as in remote provincial cities — 
has been due to market disorganization and poor dis- 
tribution. The purchasing power of farmers in some 
areas is said to have been seriously affected; this 
development, however, releases goods formerly 
absorbed largely by farmers to industrial workers. 
French farm organizations are demanding that the 
Government control the prices of fabricated goods 
and that exports of farm products be increased. 
Otherwise the farmers threaten “to strike.” All this 
is rather difficult to reconcile with heavy food ship- 
ments to France by the ECA, and France’s pledge to 
expand her production. 


A British Comment 


The London Statist has recently commented on a 
study by a French economist Jean Claude that while 
French prices increased more than 19 times since pre- 
war, the means of payments, notes and bank deposits, 
increased only 121% times. After allowance for in- 


676 





creased turnover of money, Mr. Claude concludes that 
either French prices are too high and must fall, or 
that the means of payment are too few and must 
increase. Much the same is probably true about other 
European countries. If the turnover of money and 
deposits could be slowed down — or to put it in less 
technical terms, if people stopped spending money 
and began to save — a considerable price decline 
would probably take place without the supply of goods 
being increased materially. 


Price Decline In Belgium 


Elsewhere in Europe, the price decline has been | 


most evident in Belgiwm, which was one of the first 
European countries to decontrol prices and to end 
rationing. Compared to other Western European 
countries, the Belgian prices are, however, high, and 
this factor and the lack of francs on the part of Bel- 
gium’s customers are the main reasons for the reces- 
sion developing there. Prices are also declining in 
Switzerland, after a period of very heavy imports. In 
the Scandinavian countries, prices have more or less 
leveled off. Swedish exports are down somewhat as a 
result of lower newsprint prices, while the Danes are 
paying somewhat lower prices for their imports. 
Dutch prices have been rising partly as a result of 
the removal of subsidies and controls. 

With the exception of Spain, where inflation is 
rampant and prices are rising steadily, the price 
trend in other European countries is mixed. Although 
goods are definitely becoming more abundant, infla- 
tionary pressures in a country like I[taly are still 
strong. 

In Canada, where economic conditions approximate 
those in the United States, the removal of the em- 
bargo on grains, cattle and meat exposed Dominion 
prices more fully to United States influences. More- 
over, the past import restrictions have made certain 
key import products less freely available, and their 
price has consequently risen. Despite these develop- 
ments, however, Canadian farm prices have been off 
since last August, but their decline forced the general 
index down only one per cent or so in January. 


Australia & South Africa 


In Australia, the general price index is still rising. 
As in this country in 1946, so was in Australia the 
discontinuation of price control followed by upward 
price, cost and wage adjustments, as a result of which 
the purchasing power has expanded. The rise of wool 
prices to record-breaking levels has also contributed 
to the inflationary pressure. In South Africa, prices 
were carried upward in 1948 by a great investment 
boom. More recently, strict import restrictions have, 
as in Canada, resulted in greater scarcity of certain 
goods. The inflationary spiral has not been arrested 
yet. 

The available wholesale price and cost of living 
indexes show that inflation is still sweeping over a 
large part of Latin America. Government deficit 
financing and heavy business borrowing have con- 
tinued to expand general purchasing power faster 
than local production or imports can satisfy it. More- 
over, with the exhaustion of wartime accumulated 
gold and dollar reserves, an important source of im- 
ports was shut off, and in some cases the prices of 
imported goods have risen so much that they are no 
longer within the means of the local consumer. Im- 
port prices are generally much higher in Chile, Peru, 
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and Colombia. In Argentina and Brazil, the local pro- 
ducers have taken advantage of the elimination of 
foreign competition following import restrictions, 
and have been charging higher prices. 

Many of the projects in Latin American countries 
which were supposed to diversify and expand the 
local production of goods have by this time proved 
of doubtful value. Production costs are often com- 
pletely out of line with prices of imported goods. In 
Argentina, for example, the consumer will be defi- 
nitely worse off rather than better as a result of hur- 
ried industrialization. High production costs have, 
moreover, held down the output of many export prod- 
ucts, such as coffee in Brazil. This situation, dwin- 
dling exports and rising internal prices, are adding 
daily to the precariousness of the situation. 


South & Central America 


There are a few exceptions. Uruguay is making 
heroic efforts to keep prices down by means of con- 
trols and subsidies so as to avoid as much as possible 
upward wage adjustments that would add fuel to in- 
flationary pressures. This is in direct contrast with 
Brizil, where a heavy budgetary deficit coupled with 
a large increase in wages and salaries leaves little 
doubt as to the intensification of inflationary pres- 
sure. Prices have declined moderately in Venezuela, 
the Dominican Republic, and Ecuador, reflecting 
partly a better supply-demand relationship, particu- 
larly insofar as domestically produced food is con- 
cerned. In Mexico, prices have been relatively stable, 
considering that the peso has been devaluated by 
some 40 per cent. Many imported products, including 
automobiles, are now priced out of the reach of con- 
sumers. Adjusted for the peso devalution, Mexican 
prices are now more or less within the range of Amer- 
ican prices. This is also true of the Colombian cost of 
living, where the recent devaluation of the peso off- 
set somewhat last year’s price rise. 

Except for the Philippines, where, according to the 
latest available information, prices declined substan- 
tially as a result of a drop in such export commodities 
as copra, and as a result of the growing saturation of 
local markets with imported goods, available price 
indexes in other parts of the world are too old to 
reflect the repercussions of the American price drop. 
In general, prices began to decline in the Near and 
Middle Eastern countries as well as in Indo-China 
and Indonesia when the deficits created by heavy mili- 
tary expenditures ceased. But the adjustments from 
the price levels, which were as much as 10 times pre- 
war, have not gone smoothly. Inflationary pressure 
has not quite died down, is still persisting in many 
countries and was responsible for the price upturn 
last year in Turkey, Egypt and Iran. 


India & Far East 


In India, the uncertain political outlook, large 
budget deficits incurred in connection with refugees, 
a production slow-down, and the difficulties in reor- 
ganizing dstribution of goods following the partition 
of the country, brought about a sharp rise in prices. 
The authorities adopted a series of anti-inflationary 
measures last summer and prices have leveled off 
somewhat. However, the ultimate success is still in 
doubt. Official prices in Korea and Japan are still 
tending upward, but owing to much better harvests, 
there has been some drop in gray and black market 
prices. In China and Burma, which are still in the 
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midst of a runaway inflation, prices are rising 
steadily. 

What conclusions can be drawn from this brief 
survey of price trends the world over? In the first 
place, it is obvious that nowhere has the price decline 
been so serious during the past few months as in this 
country. It is still confined to a relatively few coun- 
tries and to a few groups of commodities. If anything 
can be said, it is that the price decline here has in- 
fluenced prices abroad much more than the other 
way around. 


Smaller Dollar Earnings Anticipated 


However, receding prices abroad may have a con- 
siderable influence upon our exports and imports, and 
our balance of payments in general. The commodities 
— the prices of which weakened most, include: oil- 
seeds and oils, burlap and jute, lumber, newsprint, 
woodpulp, rubber, cocoa, and a number of minor 
products. Last year we spent for these products 
around $2,000 million; it has been estimated that as 
a result of lower prices we may save $250 to $300 
million. If the price decline should extend to more 
commodities, and if we should then import less as a 
result of diminished activity in individual lines, then 
of course the cost of our imports will be considerably 
smaller. Instead of spending $71,, billion for our im- 
ports, as anticipated, we may not spend more than 
$6.5 billion. 

Smaller imports mean smaller dollar earnings on 
the part of certain foreign countries — largely the 
producers of raw materials and foodstuffs, such as 
the Latin American Republics, India, the Philippine 
Islands, Indonesia, and possibly even Canada. This in 
turn means smaller U. S. exports to these countries, 
unless dollars are provided some other way: through 
loans or by means of (Please turn to page 708) 
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type of management | 
they obviously possess, 
they will continue to 
operate satisfactorily 
and profitably. 

The twelve stocks 
suggested are all repre- 
sentative equities in 


of aweare their respective fields, 

su 25s rH Dividends in each case 

HAH are amply — 

HH earnings and the ability 

7 ——— FH to continue payments at 

Hot = the _ rates indicated in 

~~ HEHEHE = the accompanying table 

AHHH ree onges capaci 8 rr 

— RR tain at this time. Pacific 

hip haar Gas and Electric Com- 

HHAHHHE pany has held its $2.00 

HEBER annual dividend rate 

SHH unchanged since 1936 
eet and has an unbroken | 

ee record dating from 


A n investment program designed to provide 
regular monthly income with a good degree of safety 
has much to recommend it. Certainly most of one’s 
living expenses must be met on a monthly basis, and 
there is a great sense of satisfaction in receiving 
regular monthly income in the form of dividend 
checks. Obviously the convenience of the investor 
would be served if investment income were so 
planned as to be received in approximate equal 
monthly payments. 

Insurance companies have built a large volume of 
business by appealing to the very human desire for 
“steady monthly income” which is a feature of their 
endowment or retirement policies. Yet in the case of 
income from security investments, very few in- 
vestors give much thought to the planned regularity 
of return. It is curious that the average individual 
plans his insurance program with meticulous care 
but by contrast his investment program is often 
most haphazard. It is nevertheless undeniable that 
the safety of one’s investments and the regularity 
of the income return therefrom are no less impor- 
tant to the beneficiaries of one’s will than is the 
type of insurance protection, 
quite apart from potentials for 





1918. General Motors Corporation has 
never paid less than $2.00 per share ex- 
cept during the depression years of the 
1930s. Its unbroken record dates from 
1917 and its present rate of $5.00 per share should 
be continued over the next year or two at least. 
Dividends for the year 1948 amounted to $4.50 
which is somewhat less than half the estimated 
earnings of $9.50 per share for that year. In 1947, 
the company distributed in dividends about 50% 
of its earnings of $6.24. However, at the last annual 
meeting, Chairman Alfred P. Sloan, Jr. declared 
there was every reason to believe that the company’s 
distributions in proportion to earnings should even- 
tually be consistent with General Motors pre-war 
pattern. This consisted of distributing in dividends 
about 85% of earnings annually in the ten years 
ended 1941. 

Other Companies 


R. J. Reynolds Tobacco Company is one of the 
leaders in its field. Tobacco companies in the past 
have been at least partially depression-proof because 
raw material costs decline during periods of defla- 
tion and the demand for its products tends to fluctu- 
ate but little, relying on habit. The company’s record 
of uninterrupted dividend payments dates from 
1918 and its present $2.00 annual rate is relatively 
well protected. 

International Harvester Com- 



































capital building. Accordingly, pany isa leading manufacturer 
far emeittncdie tera ort viene iiescanii co ae eae ot 
securities—and there are many ius amnanen trucks. The company is in a 
—we present a portfolio de- No. of Shares of Company Price Value strong position and although 
signed to achieve this end. - ein .......... $35. $1,050 over-all volume for the current 
i The oo —— on 50 Commonwealth Edison ........ 26 1,300 = — - Riese 
een caretu y prepare wit 50 General Foods ........................ 41 2,050 pro margins snou ene 
the — of a tiger a a 2: ao siemens on en — an —— a situ- 
income return with reasonable (tiit—_ «a 1.480 ation and resulting lower ma- 
safety. rend Resa of Raga 80 men ees Sper 24 1,920 pier hci as well a 
panies wnilc ave peen able to OD RII FI. vivsicsicevenseccenes cree 47 2,350 opera ing economies, e com- 
pay dividends over long periods se noni agli pe = pect pany dates its continuous rec- 
of years have been chosen. 70 Reynolds Tobacco “B"..... 37. 2,590 ord for dividend payments 
oo. — cane cir not only 50 Sterling Drug ..................000-. 37 1,850 ae 1918 Sar 2 get 
- eal a araeitzaed to their stature Total Market Value............ $25,030 rf -70 annual rate shou : — 
but also carry assurance to the tinue to be covered by present 
investor that under the high and prospective earnings. 
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The group as a whole stands up well from the 
standpoint of past dividend performance. Next to 
Commonwealth Edison with its 58 years of continu- 
ous payments is National Biscuit Company which 
has paid dividends without interruption since 1899. 
Beechnut Packing dates its dividend record from 
1902 and Hazel Atlas Glass from 1908. Four others 
have rewarded stockholders with dividends in every 
year since World War I. General Foods has paid 
uninterruptedly since 1922. H. L. Green which has 
made payments since 1935, is the junior in this 
respect. 

Yield Plus Safety 


The construction of an investment portfolio for 
income return in approximately equal monthly 
amounts is not a particularly difficult problem in 
itself. The chief difficulty — common to all income 
investments, regardless of the time pattern of re- 
turn therefrom — is to obtain sufficient yield on 
capital with adequate safety. It may be well at this 
point to inject a word of caution to those attempting 
to set up a program of this nature on their own. 
Quality should be the primary basis for selection. 

Remember, good quality stocks involve smaller 
risks and give greater assurance of uninterrupted 
dividends. If two securities appear, upon careful 
study, to be of equal merit, one desiring a regular 
monthly investment return will obviously choose the 
one that fits best into the time plan for income 
receipts. On the other hand, one should not permit 
the desire for evenly spaced income to outweigh 
sound business judgment. If sufficient good quality 
issues are not available to conform to the regularity 
pattern, it is far wiser to accept a somewhat irregu- 
lar income than to sacrifice safety to the regularity 
feature of the program. However, with adequate 
care in selection, one can have a monthly investment 
income program involving no more risk than is 
taken in a portfolio unplanned so far as concerns 
regular spacing of dividend payments. 

The portfolio presented in the accompanying table 
calls for an investment of $25,000. The program 
may, however, be varied to suit individual require- 
ments. For example, if one is considering a program 
involving $50,000, purchase of each security may be 
doubled. On the other hand, if the contemplated pro- 
gram is for only $5,000, or $10,000, it would be 
wiser to reduce the number of issues involved rather 
than to spread one’s funds too thinly over too many 
investments. 

High Average Yield 


Suitable for the average individual and basically 
conservative, the program combines an average yield 
of 6.44% with prospects for capital appreciation in 
anything like a normal market, along with longer 
term growth possibilities. The annual income on the 
$25,000 investment amounts to $1,612.00 or an 
average monthly payment of $134.33. These compu- 
tations are based upon total dividend disbursements 
which may be reasonably expected during the year 
1949. Only those extras which we feel fairly certain 
of being paid during the current year have been 
included. 

Since most companies pay their largest extras at 
the calendar or fiscal year end, this has the effect of 
swelling the income return for the months of Decem- 
ber, January and February. Far from being objec- 
tionable, this should prove most desirable to the 
average individual, since Christmas and post-holiday 
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expenses as well as the annual income tax bill all 
have to be met during these months. 

Some may wonder at the absence of bonds and 
preferred stocks from our program. Under present 
market conditions, equity securities are selling at a 
level where their yield shows an unusual margin 
over and above the yield on high grade bonds. This 
situation has existed for the past few years. The 
winner during this period is the investor who held 
good stocks throughout these years, and collected 
liberal dividends. If he can keep his eyes off the 
stock ticker, he can sleep peacefully at night and 
do very well in the way of dividend return. At their 
present level and yields, good quality common stocks 
are relatively more attractive, on a longer term 
basis, than good grade bonds or preferred stocks. 
In other words, income (Please turn to page 705) 








Monthly Schedule of Income Payments 





















































JANUARY Dividends 
80 Pacific Gas & Electric.......... $ .50 $40.00 
60 National Biscuit .................. -80 48.00 
80 Hazel Atlas Glass................ -30 24.00 
80 International Harvester ...... 65 52.00 
$164.00 January 
FEBRUARY 
Se | GG. oiidis cicerictencuiscc, $1.00 $80.00 
70 Reynolds Tobacco ‘‘B’’. 45 31.50 
50 Commonwealth Edison ........ +372 18.75 
50 General Foods .................... Pr 37.50 
$167.75 February 
MARCH 
30 Beechnut Packing ................ $ .40 $12.00 
SO Sterling Grup ..................... -50 25.00 
cme 30.00 
50 General Motors.................... 1.25 62.50 
$129.50 March 
APRIL 
80 Pacific Gas & Electric......... $ .50 $40.00 
60 National Biscuit ................ . 40 24.00 
80 Hazel Atlas Glass............. - 0 24.00 
80 International Harvester ...... -35 28.00 
$116.00 April 
MAY 
i aa vise seectscinens $ .50 $40.00 
70 Reynolds Tobacco “B’’........ .45 31.50 
50 Commonwealth Edison . 37/2 18.75 
50 General Foods .................. . 50 25.00 
——— $115.25 May 
JUNE 
30 Beech-Nut Packing $12.00 
50 Sterling Drug ....... 25.00 
50 Kroger Co. ........... 30.00 
50 General Motor 62.50 
$129.50 June 
JULY 
80 Pacific Gas & Electric.......... $ .50 $40.00 
60 National Biscuit ....... a 40 24.00 
80 Hazel Atlas Glass nies: 24.00 
80 International Harvester ...... .35 28.00 
$116.00 July 
AUGUST 
Ss eee $ .50 $40.00 
70 Reynolds Tobacco “B”’.......... .4 31.50 
50 Commonwealth Edison ......... .37'/2 18.75 
50 General Foods .................... 50 25.00 
$115.25 August 
SEPTEMBER 
30 Beech-Nut Packing .............. $ .40 $12.00 
50 Sterling Drug ..................00 .50 25.00 
SO Kroger Coe .......cccrcseseesrereees 60 30.00 
50 General Motors .................. 1.25 62.50 
$129.50 September 
OCTOBER 
80 Pacific Gas & Electric.......... $ .50 $40.00 
60 National Biscuit .............. . 40 24.00 
80 Hazel Atlas Glass................ 30 24.00 
80 International Harvester ...... 35 28.00 
— $116.00 October 
NOVEMBER 
SG i le hicicseccdcceiscasnnes $ .50 $40.00 


70 Reynolds Tobacco ‘‘B’’.......... 
50 Commonwealth Edison . 


















50 General Foods ...................- 50 25.00 

| $115.25 November 
DECEMBER 

30 Beech-Nut Packing Pe $24.00 

70 Reynolds Tobacco “B”’ acco 14.00 

50 Sterling Drug ....... ee 75 37.50 

50 Kroger Co. .............. «-- 1.20 60.00 

50 General Motors .................. 1.25 62.50 
——— $198.00 December 

TOTAL FOR YEAR.......... $1,612.00 





AMOUNT INVESTED: $25,030. AVERAGE YIELD: 6.44% 
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By 
H. F. TRAVIS 





Lf one industry that 
looks forward eagerly to busi- 
ness recessions. Rising unem- 
ployment and declining commodity prices are the 
principal ingredients of prosperity for gold mining. 
The reason for this seeming paradox is simple. The 
principal product of a gold mine is a precious metal 
for which the price in recognized world markets 
has been fixed at a level seldom changed. Hence, 
cheap labor and falling prices of goods and mate- 
rials utilized in mining operations are required to 
improve the status of a concern engaged in produc- 
ing an item whose market price cannot be arbi- 
trarily raised or lowered. 

Since gold production never has been so great as 
to exceed demand, a ready market always prevails 
for all the ore that can be brought from the earth. 
Marketing is no problem. When costs decline, there- 
fore, margins tend to widen. It is not strange then 
that shares of gold mining companies usually com- 
mand greatest public interest at times when indus- 
trial activity slackens and “hard times’ loom ahead. 
Experience has shown that upward revisions in gold 
prices usually have occurred in periods of mone- 
tary stringency accompanying business recessions. 
Such developments afford windfalls for fortunate 
owners of gold stocks. 

Notwithstanding the fact that prospects of a 
change in the established price for gold appear re- 
mote, stocks representing the industry have been 
giving a better-than-average performance for 
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months. This evidence of growing 
popularity may be attributed to 
widespread forecasts of a business 
recession and to the knowledge 
that gold mining stands to benefit 
from slackening in inflationary 
pressures. Moreover, indications of 
hoarding of the precious metal in 
all forms are becoming increasing- 
ly evident as a manifestation of 
lack of confidence in numerous gov- 
ernments and currencies abroad. 
In fact, dlthough refined gold may 
not be legally hoarded in this coun- 
try, thére is no law against owning 
natural gold and the newly mined 
metal packaged in sealed contain- 
ers has gained considerable popu- 
larity. 

Although any discussion of gold 
shares cannot ignore the impor- 
tance of political trends as an in- 
fluence on price fluctuations of 
these stocks, the subject is too 
comprehensive and complex to 
treat in a survey such as contem- 
plated here. Nevertheless, attention 
should be called to recent sig- 
nificant developments such 
as the action of South Africa 
in authorizing sales of limited 
amounts of gold (in 22-carat 
alloy form) for disposal in 
commercial markets at equiv- 
alent of $38.20 an ounce. Not- 
withstanding criticism from 
the International Monetary 
Fund, which seemed to sus- 
pect subterfuge, the plan ap- 
parently affords relief for 
hard pressed gold mining con- 
cerns handicapped by rising 
costs. 

Moreover, it must be remembered that Canada 
has yielded to pressure for temporary assistance and 
has provided a complicated subsidy arrangement 
pending further study of the price problem. In this 
connection, Dome Mines, Ltd., management recently 
pointed out that little relief has been obtained from 
declining commodity prices and that the “basic 
dilemma of the industry can be solved only by a 
deflation in the prices that enter into operating costs 
or by the receipt of a higher price for gold com- 
mensurate with the added costs of producing it.” 





An Industry View On Gold Revaluation 


“As to the revaluation of gold, the price of it, 
where free markets exist beyond the jurisdiction of 
the International Monetary Fund, is well above the 
official price at which the mines must sell, reflecting 
the decline in the value of paper currencies com- 
pared with their pre-war purchasing power.” 

“The managers of the Fund necessarily try to limit 
such transactions which mirror the people’s dis- 
belief in the validity of the high exchange rates 
which the Fund arbitrarily established. Such a 
course which appears wholly uneconomic can con- 
tinue only as long as the United States is willing to 
underwrite the cost and perhaps will end only when 
the pressures of a buyers’ market and falling prices 
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Statistical Data on Leading Gold Shares 
j Annual* _ 
Tons* Recovery* Costs* Production -Net Per Share Price- 
| Milled Value Per Per (000 fine High Div. Div. Earnings Recent Range 
| (Thousands) Ton Ton ounces) 1936-39 1947 1948 1948 Yieldt Ratiot Price 1948-49 
| Alaska Juneau , $1.52 def$.12 def$.09E _ Nil $3 4%4- 2"/ 
| Dome Mines 595 $8.62 $5.50 159 2.13 1.09 84 = $ 85 6.1% 16.4 14 19-11, 
'Hollinger Consolidated. _ 1,087 8.46 7.27 278 5 20 25E 24 27 36.0 9 1 1Y9- TY4) 
Homestake Mining 896 14.1 8.50 3615172922? 2.0038 8B 42-299 
‘Lake Shore Mines 321 (14.62 9.62 1354.15 67 60 72 54 183 Il WN 8B 
| McIntyre Porcupine 624 10.56 7.38 187 4.65 2.80 2.75 3.01 6.3 17.4 48 52'/2-41 
Natomas . 26,3584 -llb 06 b 84 1.52 1.27 1.00 E 1.00 10.0 10.0 10 12'/4- W/ 
Pioneer Gold 5114.59 «15.95 22 52 def.08 O5E Nil Nil 600 3 35-2 
Wright-Hargreaves....__181 «(16.60 _—_—‘10.32 86 74 17 16E  .16E 80 124 2 2"/y- 15 
¢—Based on 1948 dividends. b—Per yard. 
t—Based on 1948 earnings. E—Estimated. 
a—Millions of cubic yards dredged. *—Annually from latest available reports. 











reveal the extent to which managed currencies and 
artificially high exchange rates have restricted world 
trade.’’ So says the management of Dome Mines, Ltd. 


Little Prospect Of Early U. S. Action 


In this country, possibly because gold mining is 
relatively less important economically than in 
South Africa and in Canada, little effort has been 
made to restore conditions that prevailed before the 
“freeze” of 1933, when the right to own or trade in 
refined gold was ended. Legislation has been intro- 
duced in Congress, however, calling for restoration 
of a free gold market, but little hope is held for 
favorable action in the near term. The measure 
would permit gold producers to offer output to the 
Treasury at $35 an ounce or to sell the product else- 
where if a better price were obtainable. If enacted, 
the measure would permit individuals to purchase 
gold either in natural form or in its refined state. 
In short, a free gold market would be authorized. 
Hope for eventual progress in this direction is re- 
flected in the action of representative gold stocks in 
showing signs of having reversed a long decline. 

Basis for a more optimistic attitude toward gold 
shares may be founded partly on the fact that the 
industry has been seriously handicapped for almost 
a decade and, regardless of whether open market 
prices change, it would seem reasonable to think 
that conditions are more apt to improve than to 
become worse. Imposition of wartime controls in this 
country, closing down gold mines, disrupted opera- 
tions to such an extent that normal production has 
only recently been restored although wartime re- 
straints were ended in July, 1945. Most authorities 
contend also that eventually a higher world price 
for gold must be agreed upon to ease international 
exchange problems and to take into consideration 
effects of inflation on goods and services in terms of 
gold. 

Like other metals, gold is produced only in sub- 
stantial volume if the incentive is sufficiently force- 
ful. It may be noted, for example, that world output 
increased only moderately from 1929 to 1932 in 
spite of the fact that labor became abundant at low 
wages and materials obtainable for gold became 
extremely cheap. The boost in price in 1933, when 
gold was revalued in this country as well as abroad 
through open market purchases by government 
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agencies, stimulated output and by 1937, following 
establishment of the $35 an ounce price in January 
1934, domestic production had reached a level more 
than double that of 1929. Peak output in this coun- 
try was reached in 1940 at about 5.9 million ounces. 
By 1945 domestic production had fallen to about 
16 per cent of that figure. 

The proposed South African sale was criticized 
in this country as a gesture to take advantage of 
premiums being paid in many parts of the world by 
gold hoarders. In this connection, the World Bank 
previously had pointed out that free-market prices 
had been rising for several years and had urged 
co-operation to discourage hoarding. The report said 
in part: 

“The postwar world has seen a recrudescence of 
the hoarding of gold, which has been intensified by 
monetary uncertainty and (Please turn to page 700) 
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1949 Special Re-appraisals 


“of Values, Earnings and Dividend Forecasts 


x k * 
Prospects and Ratings for Motor, Motor Accessories Shares, 
and Non-Ferrous Metals 


Part IV 


Al merican business enters the fourth full post- 
war year with the conviction that 1949 will be a 
year of major readjustment. Though the nation’s 
basic economic health is good, we are witnessing 
many conflicting trends and forces that are becloud- 
ing the outlook. Generally in the past few months, 
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business has shown signs of slackening in many 
directions and the cracks that are showing in our 
inflated price structure are likely to deepen some 
more before it will stabilize on a new plateau. Over- 
all, the trend is towards more normal] relationships 
in free competitive markets. 

As it is, not only are we in the midst of transition 
from postwar boom to some level of readjustment, 
but we are also in transition to a new phase of the 
cold war, involving enormous Government spending 
both at home and abroad. Additionally, we seem in 
transition to a new phase of economic planning with 
increased emphasis on social benefits, on more Gov- 
ernment guidance of industry, and the prospect of 
new tax burdens. All of which is bound to affect 
vitally the future of business generally and the out- 
look for specific industries and companies. 

The key to our ratings of investment quality and 
current earnings trends of the individual stocks — 
the last column in the tables preceding our com- 
ments — is as follows: A+, Top Quality; A, High 
Grade; B, Good; C+, Fair; C, Marginal. The ac- 
companying numerals indicate current earnings 
trends thus: 1— Upward; 2 — Steady; 3 — Down- 
ward. For example, Al denotes a stock of high 
= investment quality with an upward earnings 
trend. 

Stocks marked with a W in the tabulation are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter X. Purchases for appreciation 
should of course be timed with the trend and invest- 
ment advice presented in the A. T. Miller market 
analysis in every issue of this publication. 

This, Part IV of our Re-appraisal Series, con- 
cludes our general industry coverage at this time. 
Some major industries such as oil, chemicals, mer- 
chandising and paper, have been purposely omitted 
pending availability of a greater number of annual 
reports or clarification of important factors deter- 
mining prospects. As soon as these data are available, 
we shall offer our readers special studies of these im- 
portant fields, supplemented by extensive statistical 
exhibits and outlining industry and company pros- 
pects in the light of latest developments. 
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ee automotive industry is closing the first 
quarter of 1949 with strong indications that the 
year should establish all-time record production and 
sales for this basic group. Progress among the vari- 
ous car manufacturers, though, is likely to develop 
varying trends, with the Big Three highly favored 
in the running and with the other units struggling 
in a competitive battle to hold their own. But de- 
spite current readjustments throughout the econ- 
omy, the demand for passenger cars is expected to 
remain insistent even in a buyer’s market, bolstering 
sales potentials of the more aggressive and favor- 
ably situated companies. 

Confidence in the over-all automotive situation is 
engendered by the fact that the average car on the 
road is about nine years old and replacement of 
these old cars should assure a high level of sales for 
at least another year or two. Beyond all question, 
however, the tremendous 
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By J. C. CLIFFORD 





dent manufacturers. Indeed some of the lat- 
ter have reduced their production schedules 
as dealers’ floors have become amply filled. 

First of the independents to reduce output 
because of backed-up cars was Kaiser- 
Frazer in mid-January. Late in February, Willys- 
Overland suspended temporarily production of sta- 
tion wagons and “jeepsters.” Hudson trimmed its 
schedule of 972 cars daily down to 800 on March 4, 
and Packard went on a four-day week at the end of 
February because of “temporary changes in produc- 
tion schedules.” On the other hand, Nash kept going 
strong and Studebaker has announced intention to 
step up output by some 20%. 

The appearance of these factors, though, largely 
points to a shift in demand rather than a quantita- 
tive recession for the industry as a whole. Now that 
steel supplies have become more abundant, leaders 
in the industry are freely predicting that production 
in the current year of cars and trucks should estab- 
lish a new high record of at least 5.7 million units 
in the United States and Canada, compared with 
the former peak of about 5.6 million in 1929 and last 
year’s output of 5.28 million. Utilization of greatly 
expanded facilities, with mass production speeded 
up by modernized equipment, could make possible 
the achievement of the new goal set. This is expected 
to benefit General Motors, Chrysler and Ford espe- 
cially, all in a strong position to recapture ground 
lost to the independents 
































postwar rush to buy any during recent years 
and all cars available, at Pre-War Auto Output Compared with Last Year when supply fell far 
any price, has eased off short of demand. These 
significantly. The com- % of %, of three giant concerns are 
plete disappearance of 1941 Total 1948 Total confident that the market 
premiums for all but a General Motors 1,818,481 48.3% 1,565,926 40.0% will absorb all cars they 
few popular automobiles, Chrysler 0. 872,61 23.2 828,942 21.2 can turn out, though 
along with sharply re- PE een Se | 747,467 19.1 sales of their smaller 
duced prices for second Total Big 3"... 3,388,830 90.1 3,142,335 80.3 competitors may con- 
nand cars, even those Hudson Puls bel isi. cethee, 77,782 2.1 143,697 3.7 tract, or gain at a lesser 
with minimum mileage, oe valerate Pines 181,316 4.6 rate. 

, - : See 79,535 2.1 118,621 3.0 —_ ; 
furnishes irrefutable evi- Saiiead 66.070 8 98.898 25 Optimism of the Big 
dence of slackened pres- |} Studebaker... 120,382 32 166,755 43 Three has considerable 
sure to buy. Prospective WillYS even 24,212 6 32,701 8 support in that about 
car purchasers have be- OS “im a : 27,893 7 90% of all passenger 
come price conscious and Miscellaneous. ............. 5,792 . ae ae cars now in use came 
oo more selective. Total Independents....... 373,773 9.9 769,881 19.7 from their factories. In 
mmediate deliveries of postwar the percentage 
most high priced cars is Grand Total . 3,762,603 3,912,216 of new automobiles pe, 
now the rule, and the (x)—1941 production included in miscellaneous total. by these dominant units 
same holds true for most Source: Ward's Automotive Reports. dropped to around 85% 
models of the indepen- in 1947 and to 80% last 
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year, but now they are all out to regain their for- lower earnings last year as a result of receding 
mer position with an excellent chance of succeeding. demand, especially for heavier vehicles. Demand in 
Just how they will fare in relation to each other the truck field has reached a seasonal basis, how. 
will depend upon the outcome of one of the most ever, and thus may expand in the summer months, 
competitive frays in history. Possible work inter- But it is doubtful if volume and earnings in this 
ruptions in the shops of one or the other, if they division for the full year will recover very signifi- 
should occur, naturally could also have an important cantly in most cases. The same is true of specialists 
bearing on the outcome. in the manufacture of buses and coaches. The cycli- 

The bright horizon for Generals Motors, Ford and_ cal nature of demand for both trucks and buses, 
Chrysler does not necessarily imply that all of the together with considerable competition renders the 
independents will suffer seriously in contrast. Those outlook for such companies rather uncertain and 
mostly relying on production of trucks experienced their shares correspond- (Please turn to page 704) 
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Statistical Position of Automobile and Truck Manufacturers 











Price- 
Net PerShare Divs. PerShare Div. Earnings Recent Range 
1948 1947 1948 1947. Yieldt Ratiot Price 1948-49 














Invest- 


ment 


Rating COMMENTS 








Autocar $ .32¢ $3.96 $ .25 $2.00 |) rr $é if 36 

















C+2 Lower demand for heavy trucks reflected by | 


substantial volume decline and sharply reduced | 
earnings. Near term resumption of dividends 
improbable. 











Chrysler ...... 10.25 7.72 4.00 2.87 75 5.2 53 6534-5052 
X 














B2 


Bright outlook due to better steel supply, con- 
tinued heavy demand and improved facilities. 
1949 earnings, barring strikes, may equal 1948} 
peak. Conservative dividend amply protected. | 








Diamond T 3.00E 4.53 50° 495" Ne 3.7 Tr 19%4-11 




















C+3 Margins pinched by reduced truck sales and | 


earnings may decline below $3 per share esti- | 
mated for 1948. 25 cents quarterly dividend | 
seems safe but payment of extras questionable, 


despite strong finances. | 








Federal Motor Truck... ase 3.11 40b  .90 8.0b 5 12!/- 4!/, 














B3 


High breakeven point brought operating loss | 
in third quarter as sales of trucks fel! off. | 
Sharply reduced earnings led company to pass | 
dividend in latest period. | 








Fruehauf Trailer .. ~ S50E 3.11 1.25 1.00 6.6 4.2 19 2434-1745 














B2 


Well sustained demand plus efficient opera- | 
tions point to another prosperous year in 1949. | 
Advanced 50 cents quarterly dividend rate 
should prove stable. 











General Motors .. 9.72 6.25 4.50 3.00 7.6 6.1 59 66 -50/, 
X 




















B2 


Record car output, sales of service parts and 
diversified products promise to maintain ample | 
margins, with materials supply problems eased 
and no labor troubles probable. Dividends of 
at least $1.25 per share should be paid 
quarterly. 








Hudson Motor Car 7.28 3.17 .70 40 6.4 1.5 1 225%4- 9 

















C2 


Efficient cost contro!s should offset temporary | 
lower production schedules. Volume should not 
vary much from last year and 10 cents quar- 
terly dividend should continue to be supple- | 
mented by cash extras or stock dividends } 








Kaiser-Frazer . 227 4.00 Nil Nil 2.6 6 14l/4- 5% 

















C3 


Intensified competition tending to lower sales | 
from former peak levels. Uneven schedules are | 
likely to narrow margins and further price | 
boosts impractical. No initial dividend ex- | 
pected soon. 










Mock trecks:......... 1,56 5.52 150qa 2.75 (5a 83 13 2774-1255 


B2 


Modernized facilities may increase efficiency 
this year though improvement in truck sales 
not looked for. A strong financial status could 
encourage resumption of dividends but outlook 
uncertain. 










Nash-Kelvinator . 2) SS 4.17 1.40 1.10 10.8 2.8 13 2154-123% 


C2 


Combined sales of medium-priced automobiles 
and refrigerators to remain at close to last 
year's high level. 1949 earnings likely to com- 
pare favorably with 1948. 35 cents quarterly 
dividend appears secure. 











Packard Motor... 1.00 .07 35 AS 8.8 4.0 4 53%- 3%, 


C2 


Competition -in higher-priced car field must 
now be met, but long established popularity 
an encouraging factor. No significant change 
in earnings anticipated on sizeable capitaliza- 
tion. Recently advanced 25 cents quarterly divi- 
dend probably safe. 





Reo Motors .... 1.50E 10.11 Z37aq 300 2370 6.7 10 2934- 85/4 






GAZ 


Slump in demand for large trucks has severely 
affected earnings compared with former fair 
results. Chances for much improvement slim. 
Heavy loans make dividend resumption im- 
probable. 










Studebaker .... ee 3.87 1.75 50 9.7 2:2 18 29'/4-16'/g 


Cx:3 


Aggressive and well financed independent car 
manufacturer with good replacement parts 
business. 1948 peak earnings may not be 
equalled but still should prove high. Increased 
dividend liberality quite possible. 








iwinCoach...... ..._ . ~T2RE 459 Nil Nil aes 4.8 6 14'/4- 5'/, 














B—2 


Sharply reduced earnings last year attributable 
to lower volume. Some improvement possible 
in 1949 but borrowings likely to preclude early 
resumption of dividends. 








White Motor ..... am 450E 7.95 1.45 1.50 97 33 15 2434-13" 














B3 


Earnings adversely affected by slump in truck 
sales but established trade position and large 
parts sales may level off downtrend. No change 
in 40 cents quarterly dividend now expected. 





Willys-Overland ..... 2.18 99 Nil Nil ete 233 5 12 - 4% 




















C-r2 


Margin spreads improved by increased volume 
last year and outlook for 1949 fairly encourag- 
ing if new utility models prove popular. Sub- 
stantial capital needs, though, may delay pay- 
ment of initial dividends. 











E—Estimated. t—Based on 1948 earnings. 
t—Based on 1948 dividends. a—December, 1948, dividend cmitted. 

















b—February, 1949, dividend omitted. 
c—9 months. 
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The encouraging outlook 
for automobile manufacturers, 
discussed elsewhere in this 
issue, naturally is shared by 
their parts suppliers in considerable degree. If a 
record 5.7 million new cars roll off assembly lines in 
1949, as now appears quite possible, makers of orig- 
inal equipment will benefit accordingly. The number 
of concerns in this field, though, is large, replacement 
sales this year will probably be lower than last and 
stiff competition is replacing the easy going condi- 
tions of the boom at flood tide. 

Recent completion of the most successful year in 
history pushed net combined earnings of 25 leading 
auto parts manufacturers up by about 22% for an 
all-time peak. Looking ahead through 1949, it seems 
improbable that this mark will be equalled, though the 
year could prove to be the second best on record. Vari- 
ations in the experience of individual concerns, how- 
ever, will undoubtedly color the picture in increasing 
manner, and there are many uncertainties awaiting 
clarification before estimates of probable results can 
be soundly based. Also, operations of many specialists 
in this industry differ so widely, with diversification 
influencing potential results, that company positions 
rather than general industry prospects carry major 
weight. 

The thought that in- 
creased output of pas- 
senger automobiles this 
year will bring a com- 
mensurate flow of or- 
ders for parts and ac- 
cessories to the sup- 
pt pliers requires consid- 
erable qualification. It 
is true that now, with 
production of new 
models well under way 
and contracts often 
running until next fall 
already allotted to 
many parts manufac- 

turers, assurance 
of substantial busi- 
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| fide Variations in..... 


MOTOR Accessories 





By STANLEY DEVLIN 


ness in the months 
ahead is provided. But 
quantitative orders are 
determined usually on 
a month to month ba- 
sis, and prices this year 
have been scrutinized by the car makers much more 
closely. A fraction of a penny on each of the thousands 
of items entering an automobile makes many dollars 
difference in the total cost of the car. Under condi- 
tions prevailing in postwar until this year, it was possi- 
ble for parts makers to lift prices with little resistance 
to meet higher operating costs as long as deliveries 
were fairly prompt. But conditions have changed. 
Purchasing agents have resumed their prewar prac- 
tice of knocking the heads of competitors together at 
contract time. Thus margins in 1949 are likely to nar- 
row in many instances and some important shifts in 
order placements have probably taken place. 

Aside from this, the number of important car manu- 
facturers is not only limited but most of them have 
plans to devote an increasing portion of their greatly 
expanded facilities to produce parts and accessories 
formerly bought from outsiders. Margins on original 
equipment normally are relatively thin, but those on 
replacement parts are much more satisfactory. Hence 
such suppliers as lean heavily on replacement sales, 
as is often the case, face more severe competition 
from the automobile industry itself while others con- 
centrating on original equipment probably will have to 
operate with lower margins than a year ago. 

Added to these handicaps is widespread evidence 
that the public is no longer forced to buy an excessive 
number of accessories in order to acquire a car 
promptly. The demand for such items of the more 
non-essential type in connection with car purchases 
has naturally softened by this change which made 
possible savings of several hundred dollars per car. 
For the same reason, dealers have become over-sup- 
plied with many of these items, creating a situation 
where the suppliers find their pipe- 
lines now amply filled. This also holds 
true of many replacement parts. 
Dealers even install complete new en- 
gines at short notice in over-age cars, 
a move that has vastly increased the 
engine sales of the automobile indus- 
‘ry in the last two years and helped 
to swell the number of passenger 
cars and trucks still on the road to 
around 36 million. Prolonged servic- 
ing of many of these over-age 
vehicles of course benefits the parts 
manufacturers, but some offset is 
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Statistical Data on Leading Automobile Parts and Accessories Companies* 





Net Per Share 
1948 1947 


Divs. Per Share 


1948 


1947 


Price- 


Div. Earnings Recent 
Yield} Ratiot Price 


Range 
1948-49 


Invest- 
ment 
Rating COMMENTS 





American Bosch ................. $2.25E $1.53 


$ .75 


$ .75 


72% 4.0 


$9 


14%- 81/4 


C+2 Acquisition of company by new and strong in- 
terests enhances prospects. 1949 earnings may 
compare pr aaah with average for last two 
years. No change in dividend expected. 





Bendix Aviation ................. 5.33 7.58 
xX 


3.00 


2.00 


8.8 6.4 


34 


3834-26 


B2 Well entrenched trade position and product 
diversification should hold earnings close to 
1948 level. Good management indicated. Divi- 
dends should equal a year earlier. 





Bohn Alum. & Brass... 2.85 E 54 


1.00 


2.00 


4.2 8.4 


24 


3734-2254 


B2 Diversified markets likely to absorb enlarged 
output in 1949. Firm prices a constructive factor. 
Conservative dividend well covered. 





Borg-Warner .................... 13.00 E 10.20 
X 


4.50 


2.05 


9.2 3.8 


49 


66!/4-42!/2 


B2 Well diversified and aggressive concern with 
prospects of substantial demand for all lines. 
Quarterly dividends of $1 supplemented by $1.50 
extra in January. Further liberality probable. 





Bower Roller Bearing... 5.75E 5.16 


3.00 


8.8 5.9 


34 


42-32 


B2 Good long term record likely to continue, due to 
larger automotive equipment sales and other 
outlets. Price situation favorable. Dividend 
secure. 





Briggs Mfg. ................-- 5.00E 3.86 
X 


8.6 5.8 


29 


367-273, 


C+2 Strong trade position, with Chrysler an impor- 
tant customer. Output of plumbing supplies 
bolsters volume and earnings. Dividend should 
continue at 50 cents quarterly, with possible 
extra later. 





Briggs & Stratton... . 5.53 4.44 


11.0 4.5 


25 


3434-25 


B—2 Dominant producer of iocks, switches and lower 
hp gasoline engines. Big Three automobile 
makers all sizeable customers. Earnings amply 
cover regular dividend and periodical extras. 





Camp., Wyant & Cannon 3.75E 5.20 


2.50 


2.50 


12.5 5.3 


20 


314-18 


C+] Prolonged strikes last year reduced net in 1948, 
but recent uptrend should continue this year. 50 
cents quarterly dividends assured, year-end 
extra probable. 





Clark Equipment . 10.24 7.46 


2.00 b 


2.75 


7.7 2.6 


26 


381/4-25!/2 


B—3 !948 record —s probably will not be quite 
equalled but results above average this year 
anticipated. 50 cents quarterly dividend amply 
protected, with prospects of later extra. 





Cleveland Graphite Br... 4.60 4.32 
X 


1.80 


715 5.2 


24 


34!/2-2234 


B—2 Specialist with good earnings and dividend 
record. Current year outlook favorable. 1949 
dividends should at least match previous year. 





Collins & Aikman. . ae .60 


1.00 


7.1 18.6 


2572-1354 


B—2 Leading supplier of wool upholstery fabrics to 
automobile industry, but competition from other 
fibers restricts profits. Outlook uncertain and 
dividend stability not too well assured. 





Dana Corp. eb 5.23 


1.00 


70 


4.0 35 


25 


3034-19 


B2 Long established trade position and output of 
new products lend encouragement to 1949 pros- 
ects. Higher taxes would reduce net slightly 
ut liberal dividends should be paid on re- 
cently increased stock. 





Eaton Mfg. .......... 6.15 4.17 


2.50 


11.7 4.9 


30 


3374-285, 


B3 Well maintained sales to automobile and air- 
craft industries probable in current year. 
Slightly lower earnings possible but no deterrent 
to stable dividends and probable year-end 
extra. 





Electric Auto-Lite sac BAS 7.17 
xX 


3.00 


3.00 


7.5 49 


40 


56 -38'/, 


B2 A leading producer of automotive electrical 
—— Earnings this year should continue 
substantial though higher taxes may shave net 
somewhat. 75 cents quarterly dividends well 
secured. 





Electric Storage Battery. 5.75E 6.87 


3.00 


3.00 


6.5 8.0 


46 


5634-45 


B3 Strongly entrenched specialist with long divi- 
dend record. Substantial inventory reserves an 
offset to declining lead prices. Moderate dip in 
net expected but dividend continuity certain. 





Hayes Mfg. 3.09 1.57 


75 


Nil 


10.7 2.3 


lIn- 6% 


C3 Product diversification enhances outlook but 
contract shifts likely to induce volume decline 
and lower earnings this year. Conservative 15 
cents quarterly dividend should continue. 





Houdaille-Hershey ....... 2.95 4.61 


1.00 ¢ 


1.00 


9.1 3.7 


1834-1094 


C+] Operating handicaps of last year should be 
overcome and earnings improve somewhat in 
1949, but no action was taken on dividends at 
February meeting. 





Kelsey-Hayes “B” ........ 6.03 5.36 


1.50 


75 


10.0 20 


22'/-14/4 


Improvement in steel supply, aided by substan- 

C+2 a? demand, should hold earnings at high 
level, but capital requirements may preclude 
more liberal dividends. 





Midland Steel Products. 18.00E 11.21 


7.50 


17.4 2.4 


re 


5154-35 


C+2A leading frame manufacturer, now doing a 
record business. Continued high earnings ex- 
pected though taxes may cut them slightly. Pro- 
posed 2-1 stock split may be followed by in- 
creased dividend liberality. 





Motor Products ................... 7.33 4.78 


2.50 


11.9 2.9 


21 


29'/-20\/4 


C+2 Sales of both automotive items and Deepfreeze 
equipment likely to remain at high level. No 
variation in annual dividend of $2.50 seems 
probable. 





Motor Wheel 4.08 2.63 


11.0 4.4 


23-18 


C+2 Diversified output, substantial inventory re- 
serves and good finances should aid in stabiliz- 
ing earnings. Earnings should easily cover 
dividends with possible extra. 





Murray Corp. of Amer. 3.21 2.85 


8.8 4.1 


17 -115% 


C+2 Outlook brightened by firm prices and im- 
proved materials supplies. Demand for body 
stampings insistent. Maint e of 40 cents 

quarterly dividend seems assured. 








Raybestos-Manhattan 4.08 3.72 


7.8 6.6 


27 


347-253, 


B3 Sound trade position and finances favorable 
factors. Moderate dip in earnings probable but 
another year-end extra likely to supplement 
quarterly payments. 





Reynolds Spring ....... 66 1.91 


Nil 


Nil 


ae 9.1 


6 


1134- 5!/, 


C-+| Smoother operations expected this year and 
earnings may expand moderately but early re- 
sumption of dividends appears unlikely. 





¢—Based on 1948 dividends. 
{—Based on 1948 earnings. 





*—Figures adjusted for stock splits and stock dividends. 


E—Estimated. 
b—Plus stock. 
c—February, 1949, dividend omitted. 
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furnished by the fact that 13 million new cars have 
been produced in the postwar and the number is 
growing apace. In time, this tends to shrink demand 
for replacement parts. 

On balance there seems little evidence that physi- 
cal production of parts has expanded much for two 
years past, dollars gains having been created mostly 
by a rise in prices. Because truck production has 
declined substantially and demand is not likely to 
turn upward soon, orders for parts in this division 
cannot be counted on to stabilize total volume of the 
producers much. The high level of national income, 
the large number of vehicles in use and prospects 
that passenger car production will reach record pro- 
portions, however, strengthen expectations that the 
parts industry will continue to enjoy considerable 
prosperity in the current year. 


Other Factors In Profit Outlook 


In a general way, of course, a higher tax rate 
would reduce net margins of all enterprises, but 
probably only to a moderate extent according to the 
present outlook in Washington. On the other hand, 
last year’s uptrend in parts prices created inven- 
tory profits in many cases, a factor that is not likely 
to recur in 1949. Rather the reverse will be true, 
considering the current apparent downtrend in mate- 
rials costs. Steel prices generally are holding firm 
except for a few alloys and other specialties, but 
signs are accumulating of weakness in the price 
structure for lead and other metals. As many of the 
parts manufacturers have to carry large inventories 
to assure prompt deliveries for old customers, there 
is much risk involved at a time like the present. 
Where adequate inventory reserves have been ac- 
cumulated in the last two prosperous years, they can 
surmount this difficulty without trouble, but others 
less farsighted may find profits narrowed by inven- 
tory losses before the year ends. 

Another hazard yet to be overcome will be the 


wage negotiations both in the parts industry and 
among automobile manufacturers on whose sus- 
tained operations so much depends. Present con- 
tracts in both fields expire this summer and renewals 
may cause some trouble. When shut-downs occur in 
the car factories, delivery dates for parts are at 
once deferred, often forcing warehouse inventories 
to pile up and interfering seriously with production 
schedules as well as order programs involving mate- 
rials. Quarterly reports of more than one large parts 
concern last year reflected the impact of strikes in 
the car plants. Besides this, the parts industry itself 
last year experienced numerous work interruptions. 
The downtrend in living costs suggests that less 
labor trouble may occur this year, but if proposed 
demands for even fringe benefits reach a showdown, 
work stoppages may again result. The parts industry 
is a favorite target for labor leaders and it is impos- 
sible to foretell what action they may take. 
Caution at least suggests due allowance for pos- 
sible wage difficulties, in view of the fact that oper- 
ating margins probably will be narrowed anyway by 
other influences. To expect potential offsets by price 
advances seems thoroughly unrealistic, for price re- 
sistance has already become emphatic. If the labor 
leaders press their demands unduly, it looks as if 
the manufacturers cannot afford to yield, even at the 
risk of halting production. The only alternative 
would be to face sharply reduced margins and earn- 
ings, an eventuality likely to bring repercussions 
throughout the industrial world. Whether the labor 
leaders are wise enough to realize the boomerang 
effects of such an outcome remains to be seen. 
More encouraging aspects of operating potentials 
in the current year include the probability that 
higher prices for parts established last year should 
hold fairly well during 1949, except in a few cases 
where severe competition forced minor downward 
adjustments late last year. For the first three quar- 
ters of 1949, at least, this should prove a favorable 
factor if unit output (Please turn to page 702) 












































Statistical Data on Leading Automobile Parts and Accessories Companies* (Cont.) 
Price- Invest- 
Net PerShare Divs.PerShare Div. Earnings Recent Range ment 
1948 1947 1948 1947 Yield{ Ratiof Price 1948-49 Rating COMMENTS 
Le OO 6.89 3.60 87 50 4.1 3.0 21 35!/2-20 B2 Strongly sustained demand for pipe and large 
X automotive business may extend earnings up- 
trend. Dividends should continue at at least 40 
cents quarterly. 
. ; i ; i V-} |! Bright prospects warrant hopes of slightly 

_—— Steel Spring... 3.82 2.28 1.25 50 8.3 3.9 15 164-11, C+ ie oor cada ko Wik ce tes aaa Oe 
able and enlarged facilities. Increasing divi- 
dend liberality possible. j 

Stewart-Warner ...........- 2.50E 1.88 1.50 1.00 12.4 4.8 12 163-12 C+3 Above average earnings anticipated though 
lower demand for radios may cause dip below 
last year. 25 cents quarterly dividend safe, with 
chance for occasional extras. 

: ° . Sf Manufacturer of automotive friction items and 

Vhiemeid ......... 1.25E 1.16 10% Stock .90 Stock 4.8 6 1034- 5'/g C+2 cucnatens cuidaae neaiidiaa. #ak Gamserdaiad 
may widen margins and permit resumption of 
conservative cash dividends later this year. 

E ; 1/5-393 Well managed producer of automotive and air- 
as ga Products ............ 9.57 9.57 3.75 2.00 8.9 4.4 42 591/5-399% B2 coals thease isncn Tmeases endl ona tae 
position favorable factors. Another year-end 
extra dividend possible and quarterly dividends 
of 50 cents secure. 

Timken Detroit Axle... 3.53 2.91 2.00 1.25 11.0 5.1 18 23%/g-165/g B—3 Prospects of continued large sales of original 
equipment brighten outlook. Somewhat lower 
earnings probable but maintenance of 50 cents 
quarterly dividends well assured. 

Timken Roller Bearing... 5.50E 4.59 3.00 3.00 7.3 7.5 4\ 55-39% B3 Demand continues strong for company’s special- 
ties in numerous industrial markets. 1949 earn- 
ings should amply justify dividend stability at 
75 cents quarterly rate. 

¥ i a i i A A -153 Pressure on margins may bring a dip in earm- 

oung, L.A., Spr. & Wire 7.41 3.52 1.50 1.00 2 2.6 19 24 -15% B3 ings tale your bet enpanded teclilles and 
eased supplies should restrict decline. Total 
dividends may exceed $1.50 paid in 1948. 
*Figures—adjusted for stock splits and stock dividends. E—Estimated. 
t—Based on 1948 dividends. b—Plus stock. 
t—Based on 1948 earnings. c—February, 1949, dividend omitted. 
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What’s Ahead 
for the 
METALS? 


By WARREN BEECHER 


| metals, of all basic 
commodities, have been the last to 
display evidence that inflationary in- 
fluences have about spent their force. 
Acute scarcities of copper, aluminum, lead and zinc 
steadily pushed their prices up to historic levels, 
abetted by sharply rising costs of the mining com- 
panies. Through most of the first quarter, world de- 
mand for these essential metals continued so strong 
that peak prices for most of them still prevailed. A 
recent significant dip in lead prices, however, may be 
the forerunner of others as the year progresses. In 
this event, earnings of the leading producers of non- 
ferrous metals in the current year could hardly be 
expected to match those of 1948, although in individ- 
ual situations this might not apply. 

In appraising the over-all outlook for primary 
metals, conflicting opinions must be weighed. Metal 
markets today vary in many respects from those of 
years prior to the war, for supply and demand factors 
have increasingly assumed international importance. 
Those who foresee little or no downtrend in prices 
over the near term claim that insistent foreign de- 
mand would quickly take up any slack in domestic 
consumption and thus hold prices stable. Further con- 
tentions from this quarter are that while some easing 
of supply-demand conditions may be near at hand, 
domestic demand this year will continue at a level 
that gives little hope of sharply reduced pressure. 
Others again look to Government stockpiling as likely 
to hold prices firm. All of these optimists have a valid 
base for their surmises, as far as they go and if 
accepted in a general way. 

On the other side of the picture is the certainty 
that what might apply to one or more primarv metals 
will not have the same bearing on others. In other 
words, the outlook for copper and aluminum is one 
thing and that for lead and zinc something else. More 
important, probably, is the general knowledge that 
with prices of non-ferrous metals inflated by from 
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150% to 300% over prewar levels and with weakness 
displayed now in most other fields, a very vulnerable 
position has been established. Many observers thus 
insist that corrective influences will inevitably make 
their appearance before long among all non-ferrous 
metals. This feeling has stimulated great caution 
among metal buyers, causing at least a temporary 
lag in demand that some construe as potentially 
permanent, though other evidence may not confirm 
this view. 

To what degree this psychological factor has spread 
to various consumer levels can only be determined by 
examining the background of the different metal 
markets and the status of various producers. Let’s 
take copper at the start. Current price of the red 
metal is holding steady around 23.6 cents per pound, 
a 30-year high and comparing with 10 cents in pre- 
war. Consumption of refined copper last year in the 
United States rose by 55,924 tons to a total of about 
1.39 million tons. As a partial supply, domestic pro- 
duction of primary copper in 1948 amounted to 
850,000 tons while 130,410 tons of metal derived from 
scrap lifted the total to 980,498 tons. An import 
balance of 106,890 tons of refined copper, plus domes- 
tic output of 1.23 million tons refined metal just about 
made up the over-all supply picture. 


Where Consumption Will Remain High 


With the electrical (including utilities), construc- 
tion and automotive industries all heavy consumers 
of copper products and fairly certain to remain large 
purchasers during 1949, there seems little evidence 
that copper will lose much of its current tight posi- 
tion. True, the brass mills were experiencing substan- 
tially lower demand in the (Please turn to page 706) 
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Financial Data on Non-Ferrous Metal Stocks 








Net 
Current 
Assets 


Inven- 
tories 


—$ million— 


Price- 
Div. Div. 


1948 


Net Per Share 
1948 1947 


Invest- 
Earnings Recent ment 


Yield{ Ratiot Price Rating 


COMMENTS 





Aluminum Co. of Amer. 





$122.8 


$92.7 


$7.50E $5.64 $2.00 257, Fil $53 


BI 


Dominant producer of aluminum ingots and 
large fabricator. Capacity output indicated 
for 1949. Earnings may expand moderately. 
Dividend secure, but cpital needs may hamper 
liberalization. 





Amer. Metal, Ltd. 


8.3 6.4 24 


B2 


Custom smelter and refiner, with large interests 
in foreign mines. Well :ustained earnings in 
1949 probable, with prospects of year-end 
extras. 





Amer. Smelting & Ref. 
Ww 


109.7 


75.6 


11.75E 12.65 5.50 11.2 4.2 49 


B3 


Barring strikes, good results expected in current 
year, though reduced lead prices may bring dip 
in net. Strong finances assure dividend and 
payment of extras likely. 





Amer. Zinc, Lead & Sm. 


8.6 


7.3 


91 -98 .20 4.0 5.5 =" 


C2 


High cost zinc producer operating four smelt- 
ers. Continuation of abnormal prices may bring 
moderate earnings but dividend outiook not 
too dependable. 





Anaconda Copper 
W 


198.2 


92.9 


615E 5.02 3.50 52 32 


BI 


Continuation of firm prices should stabilize net 
at high level, if no work interruptions occur. 
75 cents quarterly dividends plus special later 
indicated. 








Cerro de Pasco Copper 


12.3 


8.2 


3.15E 261 1.62% 9.0 5.7 18 


B3 


Peruvian miner of copper, lead and zinc. Earn- 
ings this year may not quite match 1948, but 
ret should amply cover conservative dividend. 








Climax Molybdenum 





21.1 


B2 


Company accounts for about 70% of world 
output of molybdenum. Advanced prices should 
hold or tend to enlarge earnings. No change in 
30 cents quarteriy dividend anticipated. 











Eagle-Picher 





14.2 


C-F3 


Volume decline and elimination of inventory 
profits may affect earnings somewhat. Wide | 
coverage of dividend suggests steady pay- 
ments. 








| Howe Sound . 





5.8 


B2 


Increased output of gold and copper may 
bring slightly improved earnings. 50 cents quar- 
terly dividend appears well protected. 











| Hudson Bay Min. & Smelt. 





| Inspiration Cons. Copper 


8.5 


4.65 5.00 


C2 


Low cost producer of zinc, copper, gold and 
silver. Moderate gain in first half year earn- 
ings possible. Dividend safe with year-end extra 
fairly certain. 





3.93 


C2 


Ore bodies low grade but high copper prices 
should stabilize net at satisfactory level. 1949 
dividends should equal $2.50 per share paid 
last year. 











| International Nickel . 


Ary | 


151.5 


2.16 2.00 


B2 


Largest producer of nickel, with substantial 
output of copper, platinum and other metals. 
Well integrated. Liberal dividend payer. 











| Kennecott Copper 
WwW 


. 278.8 


8.49 5.00 10.6 47 


BI 


Low cost operator of domestic and Chilean 
mines. Large output and firm prices creating 
ample earnings. Further extra dividends should 
supplement conservative 25 cents quarterly 
payments. 








Magma Copper 


4.9 


240 1.00 62 62 16 


C-£2 


Heavy operating costs should not prevent fair 
earnings while copper prices remain high. No 
variation in 25 cents dividend quarterly antici- 
pated. : 








Miami Copper 


[h.2 








New Jersey Zinc 





n.d. 





134.6 


rs 
ye 
ce 
i- 
N- 


: ane 
3 
~ 


| Phelps Dodge 
| W 


| U. S. Smelt., Ref. & Min. 








4.36 1.75 13.4 Ee i3 


C2 


Short indicated life of ore bodies clouds long 
term outlook but firm prices assure fair profits 
this year. Payment of special dividends should 
continue. . 





421 4.25 


9.56 


7.87 


B2 


Largest domestic zinc producer and large fab- 
ricator. Dividend record extends back to 1882. 
Earnings outlook bright but detailed operating 
statistics not available from year to year. Divi- 
dend well stabilized by large investment in- 
come. 





Second largest copper producer with substan- 
tial refining and fabricating facilities. Pros- 
pects for high earnings this year enhanced by 
increased output and firm price structure. Year- 
end extra dividend probable. 





Weakness in lead prices an unfavorable factor 
but large output of zinc, gold and silver some 
offset. Earnings should amply warrant divi- 
dends equal to 1948. 








Vanadium Corp. of Amer. 


C2 


Operates world’s largest vanadium deposit in 
Peru, processing ore in United States refineries. 
Sharp gain in 1948 earnings likely to hold this 
year. Dividend secure. 





t—Based on 1948 dividends. 
t—Based on 1948 earnings. 














E—Estimated. 


n.a.—Not available. 
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April 


The past market record shows 
no seasonal bias either way for 
the month of April. Over the 31- 
year period 1918-1948, inclusive, 
there were net advances in the in- 
dustrial average in this month in 
15 years, net declines in 16 years. 
In 18 of the years bull markets 
were “in being” in April, accord- 
ing to the charts. In those periods 
the month brought advances in 12 
years, declines in 6. In 13 bear- 
market periods there were April 
declines in 10 years, advances in 
only 3. Thus, April has been some- 
what more consistent under defla- 
tionary conditions than otherwise. 
The biggest April advance, both 
in points and percentage, was in 
1933. The biggest declines were in 
1931 and 1932. It is a curious fact 
that in the spectacular 1924-1929 
bull market, no April net change 
amounted to as much as 3%, and 
they were on the down side in two 
of those years: 1924 and 1928. 
April was a good month for the 
market only in the last two years 
of the four-year 1942-1946 bull 
market, having been a down 
month in 1943 and 1944. It was 
the first month of a bear market 
in 1937, the first of a short bull 
market in 1938, the last of a bear 
market in 1942. In 1947 it saw a 
net decline of 6.56 points in the 
average, in 1948 a net rise of 3.31 
points. We have been in a broad 
trading-range market since the 
autumn of 1946. It would seem to 
follow that if the recent rally con- 
tinues through March, it will be 
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at some expense to the upside po- 
tentiality in April. 


Groups 


Groups currently performing 
well include operating utilities and 
holding-company utilities, air- 
craft, air transport, cement 
stocks, finance companies, natural 
gas stocks and food chains. Most 
of these are at new 1949 highs. 
Encouraging rallying power is 
being shown by oils and rails, 
among others. Relatively back- 
ward groups to date include farm 
equipment, fertilizer stocks, coal, 
leather, building materials other 
than cement, motion pictures, and 
textiles and apparel. 


Dividends 


Representative Patman argues 
that dividends, on an average, are 
too low in relation to earnings; 
and that there ought to be some 


kind of an undistributed profits 
tax to force more liberal pay- 
ments. The advantages would be 
increased purchasing power for 
the millions of equity investors, 
increased Federal tax revenue and 
a stronger stock market. The dis- 
advantages would be arbitrary in- 
terference with the judgment of 
managements on dividend policy, 
and increased difficulty in financ- 
ing expansion. Something could 
be done without a law. In many 
cases expansion programs have 
been completed, yet managements 
are still over-cautious on divi- 
dends. The deflationary effects of 
curtailed capital outlays could be 
substantially offset by higher 
dividends. If companies like 
Chrysler, General Motors, Ameri- 
can Can, Continental Can, Mont- 
gomery Ward, U. S. Steel and 
many others are not in a position 
safely to pay more to sharehold- 
ers, they can fairly be asked to 
provide more convincing reasons 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 
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1948 1947 
Year Dec. 31 $14.35 $13.69 
Year Dec. 31 5.95 5.46 
Year Dec. 31 6.61 3.83 
Year Dec. 31 13.12 9.88 
Year Dec. 31 4.25 3.19 
Year Dec. 31 2.55 2.16 
Year Dec. 31 7.31 6.77 
Year Dec. 31 74 -48 
Year Dec. 31 3.65 3.11 
Year Dec. 31 36.04 21.49 
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to the contrary than they have so 
far done. And stockholders could 
help by asking some pointed ques- 
tions. It does not take much effort 
to write a letter. 


Two-Way Street 


Total corporate profits last year 
exceeded all former levels by a 
wide margin, but it was not a one- 
way street. A summary of the 
National City Bank shows that 
of more than 2,100 1948 reports 
shows that slightly over one-third 
of the individual companies had 
lower profits than in 1947. In the 
case of 1,035 manufacturing com- 
panies, the over-all result was a 
20% profit gain but 43% of the 
individual companies had lower 
earnings. Some general light is 
thrown on_ break-even points. 
Thus, for 97 manufacturing com- 
panies there was an average de- 
cline of 28% in earnings on a 
sales decline averaging 5%; for 
45 a sales shrinkage of 15% pro- 
duced a profit decline of 49% ; for 
26 a drop of 25% in sales lowered 
profits by 79%, while 17 ran into 
losses on sales declines averaging 
43%. In this sample of 185 com- 
panies, deficits became the com- 
mon experience, given sales de- 
clines of 30% or more. Actually, 
there is nothing new in this. 
Break-even points have always 
been “too high” when the going 
got at all tough. Treasury statis- 
tics covering all active corpora- 
tions in the country show that to- 
tal profits fell 63% from 1929 to 
1930 on a shrinkage of about 15% 
in gross revenue. A further de- 
cline of 21% in gross in 1931 re- 
sulted in an over-all deficit of 
$1,176 million for that year, 
against total net of $3,937 million 
for 1930, inclusive of inter-cor- 
porate dividends. From 1937 to 
1938 total corporate profits fell 
about 46% on a shrinkage of less 
than 16% in gross intake. 


Value 


Whether or not there is a cut 
in crude oil prices by late spring 
or early summer, earnings 
throughout the oil industry will 
be lower this year than last, but 
high compared with prewar. They 
will leave dividends, which aver- 
aged around one-third of earnings 
last year strongly covered. This 
column believes that good oil 
stocks, bought on market dips, 
offer some of the best long-term 
investment values to be found 
anywhere in the market. Take the 
case of Union Oil of California. 
Dividends have been paid each 
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year since 1916. They have not 
been less than $1.00 a share in the 
worst depression years of modern 
times, compared with $2.50 at 
present. The latter rate approxi- 
mates 40% of 1948 earnings of 
$6.51 a share. Over a long past 
period, dividends averaged nearer 
70% of earnings. This column 
doubts that 1949 earnings will dip 
below $5 a share and believes the 
$2.50 dividend will continue. It 
offers a yield of over 8.4% at cur- 
rent price of 2914. The stock has 
a book value of over $38 a share. 
The company is fully integrated, 
has proven crude oil reserves ex- 
ceeding 420 million barrels and 
markets entirely in the promising 
Pacific Coast area. 


Potentials 


For the Dow-Jones industrial 
average the top recovery level in 
the trading range of the past two 
years was 193.16. From the rally 
level prevailing at this writing it 
would take a further rise of only 
about 9% for the average to equal 
its trading-range high. In the case 
of many individual stocks, the po- 
tentiality is far greater than that 
in percentage, assuming they 
eventually might equal their 1947- 
1948 recovery highs. Figured in 
this way, it is about 9 times as 
great in American Power & Light; 
6 times as great in Bucyrus Erie, 
Celanese, and Eastern Air Lines; 
about 5 times as great in Ameri- 
can Bank Note, Clark Equipment 
and Dresser Industries; around 3 
times as great in Continental Oil, 
Doehler Jarvis, Safeway Stores 
and Shell Union Oil. Many others 
could be cited. All you need to do 
is check present prices against 
highs of either 1947 or 1948, and 
figure the percentage. Whether 
previous rally highs will be at- 
tained is something else again. 
Even if the general market is 
strong enough to do so, individual 


stocks will have to be considered 
more in terms of appraised com- 
pany prospects than past market 
ranges. 


Finance Companies 


Following the easing of terms 
on installment credit the two 
leading installment finance stocks, 
CIT Financial and Commercial 
Credit, sold at new highs for 1949 
which, however, were still slightly 
under 1947-1948 recovery highs 
in both cases. The change in 
terms is generally favorable, tend- 
ing to increase the lender’s return 
on the average automobile loan 
because of longer maturity pe- 
riod; and to do so on all other 
loans both because of longer ma- 
turity and larger average indebt- 
edness (smaller down payment). 
But the effect on earnings will be 
modest. Auto financing will rise 
further; the total for other con- 
sumers’ durables may have passed 
its peak, regardless of credit 
terms. Both companies are in in- 
surance, factoring and credit op- 
erations other than installment 
sales financing; while Commercial 
Credit, additionally, has a number 
of manufacturing subsidiaries. In 
both cases total earnings this year 
may not differ much from last 
year’s largely improved results. 
However, dividends will probably 
be moderately larger than last 
year’s, and current yields are 
fairly generous. 


Coverage 


There are many old operating 
utilities, formerly owned by hold- 
ing companies, whose present 
common stocks are relatively un- 
seasoned. In most cases dividends 
are more conservative, relative to 
earnings, than those of seasoned 
utility equities. They would, thus, 
be relatively less threatened by 

(Continued on page 707) 


























DECLINES SHOWN IN RECENT EARNINGS REPORTS 

1948 1947 
American Sugar Refining.......................... Year Dec. 31 $10.07 $15.84 
Bendix Home Appliances ........................... Year Dec. 31 3.78 10.08 
MUN Ge ooo ohivkn ve wck otic ececcscccccccss ~ ES 4.46 4.61 
Brown & Sharpe Mfg................................. Year Dee. 31 1.47 3.83 
Conde Nast Publications............................ Year Dec. 31 1.80 2.59 
IN GCI oo ois ooo ok no ooo trees Year Dec. 31 1.75 2.79 
PURE QROCOIIND «55 o icine 3 ccs cecicsicccecescccsas Year Dec. 31 3.27 3.74 
IT RNIN 555 cess cacscccen see ceedesivneccios Year Dec. 31 8.31 8.86 
BU NE Noosa coe ada ccccedadecacSvecnciss . Year Dec. 31 5.61 6.35 
Vole Ge Fewer HOGG «oa ocinic soci cccccecscccccceses Year Dec. 31 4.17 5.84 
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The Personal Service Department of THE MaGAzINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 
lowing conditions: 

1. Give all necessary facts, but be brief. 

Confine your requests to three listed securities at reasonable intervals. 


envelope. 


2. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 
4. 


Neo inquiry will be answered which is mailed in our postpaid reply 


envelope. 


&. Special rates upon request for those requiring additional service. 





Temporary High Yield on 
Low Priced Stock 
“Will you kindly give me any definite 
information you may have concerning 
Curtis Wright common stock. I am par- 
ticularly interested in dividend pay- 
ments for 1949 and will you give me 
definite dates and amounts declared. I 
am a woman alone, 84 years of age, very 
limited income. A friend pays the taxes 
on my little home and another friend 
sends me a small check each month to 
aid me with my running expenses. I will 
appreciate any information you can 
give me.” H. G., San Diego, Calif. 
Curtis Wright common stock is 
a suitable holding as a business 
man’s risk, but hardly the proper 
investment for a lady of your age 
and modest financial means. There 
are many better quality issues 
with stable dividend records and 
favorable long term prospects that 
would be preferable for you. 
However, it was the strong 
financial position of Curtis Wright 
that enabled it to pay $2.00 in 
dividends last year, which was 
greatly in excess of the earn- 
ings of 46 cents per share. Divi- 
dends in 1947 amounted to 25 
cents per share. Company received 
a tax refund on income and ex- 
cess profits paid in prior years 
amounting to $35,123,401. This 
sum was included as a claim in 
company’s previous balance sheet. 
A dividend of 25 cents per 
share on the common stock was 
payable on March 18, 1949. Direc- 
tors stated recently that it was 
their intention to maintain a quar- 
terly basis for dividend payments 
in the future, the amount to be 
paid on the common stock for the 
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year 1949 to be not less than $1.00 
a share. 

On February 25, 1949, Direc- 
tors voted to submit to stockhold- 
ers at annual meeting April 20th, 
a recommendation that approval 
be given to the purchase by com- 
pany through tenders of common 
stock in an amount up to $4,202,- 
152 and not to exceed $11.00 a 
share during 1949. This indicates 
that the company has larger capi- 
tal funds than it requires in the 
operation of its business. 

The President of the company 
stated recently that net profit for 
1948 amounted to $5,313,298 
compared with a net loss of 
$1,365,258 in 1947 after a tax 
carry-back credit of $7,409,000. 
Sales in 1948 exceeded the pre- 
vious year volume of $83,161,988. 

Company had about $142,000,- 
000 of orders on February 28, a 
good increase over a year before. 
About 90% of backlog repre- 
sents aircraft engines and pro- 
pellers, divided in about equal 
proportions. Net current assets of 
the company at the end of 1948 
approximated $100,000,000. 

The stock is currently yielding 
a high income return but in view 
of obscure long term prospects for 
earnings and dividends, it would 
appear prudent for a person in 
your circumstances to dispose of 
this issue if you can receive a 
price of $11 per share. 


Armstrong Cork Company 


“Please furnish information on earn- 
ings, dividends and financial position of 


THE 
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Armstrong Cork Company.” 
H.G., Crystal City, Texas 

Armstrong Cork Company net 
profit on 1948 operations in the 
United States, after taxes, reached 
an all-time high of $11,567,524 on 
a record domestic sales volume of 
$173,088,849. The 1948 profit com- 
pared with net profit of $9,648,592 
for 1947 on a sales volume of 
$143,971,154. Earnings on the 
common stock for 1948, on the 
basis of domestic companies in- 
come only, and after deducting 
dividends paid on the preferred 
stock, were $7.54 as compared 
with $6.41 in 1947. The net profit 
for 1948 represents a return of 
6.7% on sales, the same as in 
1947. 

Profit figures for 1947 and 1948 
do not recognize the inadequacy 
of depreciation charges in provid- 
ing for the replacement of exist- 
ing low-cost fixed assets at cur- 
rent high costs. For this purpose, 
however, the company in 1948 has 
set aside out of earned surplus a 
reserve of $2,185,000. 

Combined net profit of the for- 
eign subsidiaries, after all taxes, 
was $817,172 as compared with 
$421,752 in 1947. Total net sales 
volume of these subsidiaries 
amounted to $18,714,674 as com- 
pared with $17,369,959 in 1947— 
an increase of 8%. 

After dividends on the pre- 
ferred stock last year, dividends 
on the common stock in 1948 
amounted to $3.00 per share or 
$4,232,652. 

Capital additions for various 
plant improvements and cost-re- 
duction programs during the year 
amounted to $13,224,892. Current 
assets on December 31, 1948 were 
$47,646,510, an increase of about 
$6,500,000 above 1947. Current 
liabilities on December 31, 1948 
stood at $14,935,011, an increase 
of less than $500,000 from a year 
earlier. The ratio of current as- 
sets to current liabilities was 3.2 
to 1 on December 31, 1948, com- 
pared with 2.8 to 1 on December 
31, 1947. The ratio of liquid assets 
to current liabilities was 1.4 to 1 
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as contrasted with 1.2 to 1 on De- 
cember 31, 1947. Earned surplus 
showed a net gain of $4,590,459. 
Total assets increased during 1948 
from $92,858,028 to $109,127,162. 
Net worth was up from $78,378,- 
344 to $94,122,151. 

Business activity of the com- 
pany is not expected to continue 
indefinitely at the extreme high 
levels of recent years. In the field 
of business where supply now 
meets demand, and keen competi- 
tion prevails, the company has 
thus far been able to maintain 
sales in satisfactory volume. Pros- 
pects in general for 1949 appear 
tavorable. 


National Supply Company 


“Please report the nature of business 
of the National Supply Company and 
recent operations and dividends.” 

R. E., New Castle, Pa. 

National Supply Company man- 
ufactures oil and gas field equip- 
ment and principal customers are 
the oil and gas industries and the 
building trade. 

‘Sales for the company in 1948 
were $160,100,318, the second 
highest in its history and the 
highest in any peace-time year. 
This was an increase of $26,529,- 
728 over the previous year. For 
the first time, total company as- 
sets passed the $100,000,000 
mark. Net income for the year 
was $12,227,362 and this was 
$3,635,555 higher than in 1947. 
Earnings per share on the stock 
during the year were $8.01. In re- 
lation to sales, net income was 
7.64%. Year-end book value per 
share of the common stock was 
$33.97, an increase of $7.05 for 
the year. 


The plant improvement pro- 
gram totalled $17,735,000 since 
1945, of which $7,107,524, a peak 
figure was expended in 1948. 
Completion of the program is ex- 
pected to require an additional 
$6,000,000, of which approxi- 
mately $5,000,000 will be ex- 
pended this year. Work at the 
Toledo, Ohio Plant has been com- 
pleted; projects at the plant in 
Etna, Pa. and Springfield, Ohio 
will be finished in the second quar- 
ter of 1949. Modernization of the 
plants at Torrance, Cal. and Am- 
bridge, Pa. is expected to be com- 
pleted in 1950. 


A comparative operating and 
financial data for the past ten 
years reveals a three-fold increase 
in sales at that time, from $53,- 
397,275 to $160,100,318. Preferred 


MARCH 26, 1949 


| 
| 
| 
| 











Reais Paper Company 
Reports on 1948 





QUICK FACTS 








19148 
Net Sales. Royalties, 
and Rentals 
Cost of Sales and 
Expenses 


Income Credits 
Gross Income 
Income Charges 1,457,579 
Net Income Before 
Provision for Federal 
and Foreign Income 
Taxes 

Provisions for Federal 
and Foreign Income 
Taxes 

Net Income Before 
Deduction of 
Minority Interests 
Deduct equity of 
minority holders of 
subsidiary’s common 
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| Common Stock 
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SUMMARY OF CONSOLIDATED INCOME 
FOR THE YEARS ENDED DECEMBER 31, 1948 & 1947 


| 

| 

| 

| 

8 1947 | 

i] 

$162.672,925.91 $143.864.583.30 || 
|| 

| 


138.402.1 44.86 
Operating Income 24.270.781.08 
1.146,500.80 
25.417,281.88 


23.959.702.36 


9.042.499 .64 


14,917,202.72 


4.136.571 


Provisions for depreciation and depletion charged against in- | 
come amounted to $4,568.416 for 1948, and $3,576,403 for 1947. | 
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| ST. REGIS 
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stock outstanding was reduced 
from $40,291,000 to $16,258,000. 
Common stockholders equity in- 
creased nearly four-fold since 
1939, while the book value of the 
common stock increased more 
than three times. 


Dividends last year 
$1.25 per share. 


Volume of sales and earnings 
should continue favorable during 
1949 but are expected to be some- 
what below last year’s figures. 


totalled 


Walworth Company 
“Please furnish data as to balance 
sheet figures, earnings and dividends of 
Walworth Company.” 
C.S., Laconia, Indiana 
Walworth Company, one of the 
leading manufacturers of valves 
and fittings and pipe tools, re- 
ported for the year ended Decem- 
ber 31, 1948, net sales of $42,416,- 
190 compared with $37,597,177 in 
the previous year. Consolidated 
net profit after all charges was 


(Continued on page 705) 
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Business is anxiously awaiting further signs of the expected 
spring pick-up, thus not overly enthusiastic about the likeli- 
hood that concrete signs of a spurt in activity may be some- 
what slow in showing up. 
The latter prospect has al- 
ready led to prelimina 
sualihend that the sulonk 
for a substantial snap-back 
is not particularly bright 
though such a view seems 
distinctly premature at this 
time. 

One of the reasons is that 
this year’s late Easter natur- 
d ally finds reflection in whole- 
saling where improvement so 
far has been only mild. 
What's more, retail sales 
comparisons with last year, 
for the same reason, wil not 
look good for the next few 
weeks but this distortion will 
work both ways, before and 
after Easter. Still the general 
outlook is that Easter busi- 
ness will prove fairly satisfac- 
tory, err in soft 
goods lines. 

There is less assurance of 
this about durable consumer 
goods. Recent price slashes 
in such items as refrigerators, 
ranges, washing machines, 
etc. are not merely reflecting 
mounting competition or the 
as yet minor downtrend in 
materials costs. Obviously 
they are primarily designed 
to stimulate sales, which is 
another way of saying that 
sales have not been coming 
up to expectations. There is 
talk of somewhat better de- 
mand developing and spring 
buying most likely will ac- 
centuate this trend but the 
prime question is: How 
much? As matters stand, the 
consumer durable goods 
field is the one causing 
greatest worry. Finished 
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goods have been piling up and are not moving too well. And 
the spreading of price weakness to industrial raw materials 
could easily make for further caution, both at the manufacturing 
and consumer level. 

The downtrend in prices, apart from satisfaction of urgent 
demand, has much to do with the present consumer attitude. 
Consumer spending is not keeping up with consumer income 
which remains high. People are no longer in a hurry to buy, and 
prone to hold out for price cuts. Inevitably this leads to lagging 
sales, lagging orders and cutbacks in production. We have 
seen all this happen. 

A year ago, President Truman's announcement of the De- 
fense Program caused a rush of demand for consumer durables 
born of fears of revival of shortages. Today there exists no 
comparable stimulant. Instead, ample stocks and declining 
prices tend to slow the buying pace. How much, in the circum- 
stances, recent price reductions and easier credit terms will 
stimulate demand still remains to be seen. 

What happens to building construction will go a long way 
towards shaping the outlook. Will new housing starts this spring 
register the usual seasonal increase? There has been a con- 
sistent downtrend since last fall, partly seasonal of course, 
but so far no signs of a pick-up. Residential building, in contrast 
to a good start made in the field of heavy construction, is still 
in the doldrums but it is too early in the season to draw from 
this definite conclusions. The trends of building costs will be 
important. There is much talk about declining costs (a small 
drop has actually occurred) and would-be builders may decide 
to Fold off pending further developments. Also, with most 
urgent demand for housing met, realtors are encountering con- 
siderable price resistance at prevailing price levels and are 
loath to assume undue risks. i wideasens, such an attitude } 
could put quite a crimp in the seasonal rebound of residential 
building activity. And building, after all, creates its own em- 
ployment as well as activity for many other lines. It is an impor- 
tant corner stone of prosperity. Hence the future trend bears F 
watching. Indirectly it has a bearing on sales of major appli- 
ances, furniture, furnishings and many other things currently in 
lagging demand. 








Look for Moderate Employment Recovery 


Indicative of business thinking on the outlook is the fact that 
a majority of employers anticipate a moderate employment 
recovery in late April and May but no re-approach to last 
year’s record-breaking levels. This is about in line with general 
expectation, both in respect to seasonal recovery prospects 
and the certainty of continued economic readjustment that is 
bound to create numerous cross currents and soft spots. It is 
well to remember one thing: Unlike in former years, the sea- 
sonal rebound will take place in a broadening buyer's market, 
a fact that cannot remain without repercussions. 
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MONEY AND CREDIT—On somewhat improved volume, all 
three of our major common stock indexes advanced during the 
fortnight ended Mar. 12 to the best level since Jan. 29. The 
rise was accompanied by rumors that the F. R. B. might reduce 
margin requirements later, and by more hopeful forecasts of 
the spring business outlook emanating from Washington and 

rivate business sources. Our 320-stock index is now 0.2 point 
Figher than a year ago, with the 100 high priced stocks up 
1.7 points and the 100 low priced down 1.1 point. The London 
Med on the other hand, sold off sharply, reflecting a buyers’ 
strike prompted by consumer hopes that excise taxes might be 
reduced prior to the approaching elections. In Paris also, stocks 
have dropped sharply under the tight money situation. In fact 
buyers’ markets are beginning to replace sellers’ markets in a 
number of countries, with inflation giving place to deflation. 
In England, however, as at home, steel production is still mak- 
ing new highs. F. R. B. eases consumer credit terms, following 
announcement that total credit outstanding, except on auto- 
mobiles, had contracted more than seasonally during January. 


TRADE — Department store sales comparisons are being 
worsened by late Easter this year. Will improve sharply for 
three weeks after Mar. 26, then slump again. February sales 
by mail order houses are off less than in January, compared 
with like months last year. Sales by wholesalers in January 
were 6%, below last year. World trade last year was 6%, above 
1947 in value; but off 4% in physical volume. 


INDUSTRY—Business activity in first week of March was ri 
below last year. Unemployment up 550,000 in February, reach- 
ing 3.2 million; but total employment still above last year. 
Spring expected to bring improvement. Only the coal carriers 
will be hurt by the coal miners’ walk-out, especially if pro- 
longed beyond the announced two weeks. Teich tedeien 
total in January at virtually the same record annual rate 
reached in December. 


COMMODITIES—During fortnight ended Mar. 12, farm prod- 
ucts futures rallied a little; then lost all of the gain. A reduction 
in lead prices was mainly responsible for a drop in our index 
of raw material spot prices to a new low for the year, though 
still 3.59% above a year ago. 





Business Activity improved fractionally during the week 
ended Mar. 5, despite a greater than normal seasonal drop in 
paperboard production; but the pick-up was somewhat less 
than at the same time last year, so that the margin of decline 
from a year ago widened to 2.3%. Meanwhile, steel ingot 
production continues to establish new highs weekly, as it is 
doing also in England during her transition from a sellers’ to a 
buyers’ market in consumer goods. 

* * &* 

For the month of February, this publication's Business 
Index declined to 187% of the 1935-9 average—4.6 points 
below January and 0.1 point under Feb., 1948. On a per 
capita basis, our February index registered 163.6%, of the 
1935-9 average, compared with 167.8% in January and 
166.3% for February of last year. 

* * * 

Department Store Sales during the week ended Mar. 5 
dropped to 9%, below last year, compared with a cumulative 
decline of only 2% for the year to date. This poor compara- 
tive showing is likely to become worse during the next three 
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‘weeks, improve sharply during ensuing three weeks, and then 


slump again for a week or two. This is because Easter fell on 
Mar. 28 last year; but does not come this year until Apr. 17. 


~~ « «4 

February sales of the three largest Mail Order houses (the 
three included in our Common Stock Index) were only 8.8%, 
below last year, compared with a decline of 9.6% for two 
months. All other chain store groups, with the exception of 
automotive supplies, are up on the year. Sales by wholesalers 
in January were 6%, below January of last year. 

* "6 


Consumer Credit contracted more than seasonally during 
January; but was still 17% larger than at the end of Jan., 1948. 
Following release of this report, the Federal Reserve Board 
eased credit terms under its Regulation W. Purchasers hence- 
forth may be allowed 21 months, instead of 18, to complete 
payments. Automobile buyers must still pay one-third down 
but on other time contracts the down-payment has been re- 
duced to 15%, from the former 20%. 

* 


* 

To what extent sales will be stimulated by easier credit terms 
remains to be seen; but it is a fair guess that, in the case of 
automobiles at least, a return to pre-war Seasonal Patterns 
is more responsible than credit restrictions for the recent slack- 
ening in sales. This view appears to be shared by the Hudson 
Motor Car. Co. which, in announcing an 18%, cut in production, 
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Latest Previous Pre- 
Wk.or Wkor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURES—$b (e) Feb. 1.16 1.17 0.93 1.55 (Continued from page 695) 
Cumulative from mid-1940. Feb. 378.3 377.1 364.9 13.8 
declares that if warranted by spring de- 
FEDERAL GROSS DEBT—$b Mar. 9 252.0 252.1 254.0 55.2 mand, “‘as is at present indicated,” eae 
tion will again be raised. As a sidelight 
MONEY SUPPLY—$b 5 
Demand Deposits—94 Centers Mar. 2 46.1 463 47.3 26.1 se loud — by a few “ay oe eat 
Currency in Circulati Mar. 9 76 et; ing | ORO The atin apes Denn 
= declining sales, it may be of interest to note 
BANK DEBITS—13-Week Avge. that automobile credit was the only type of 
New York City—$b Mar. 2 9.00 8.94 8.81 4.26 | instalment paper that failed to decline in 
93 Other Centers—$b Mar. 2 13.01 12.93 1255 7.60 | January. ‘or 
PERSONAL INCOMES—$b (cd3) Dec. 223 222 210 102 Foreign Trade (exports plus imports) 

Salaries and Wages. Dec. 141 142 132 66 between nations of the world totaled nearly 

Proprietors’ Incomes Dec. 52 51 5| 23 $52 billion last year. Overlooking the time 

Interest and Dividends Dec. 19 18 16 10 lag between shipments and arrivals, and 

Transfer Payments Dec. iW WW T 3 thus assuming total exports to approximate 

(INCOME FROM AGRICULTURE) Dec. 26 26 26 10 imports, it appears that our exports of $12.6 
billion accounted for nearly half of the world 
CIVILIAN EMPLOYMENT—m (cb) Jan. 57.4 59.4 57.1 51.8 total; whereas our imports of $7.1 billion 

Agricultural Employment (cb) Jan. 6.8 7.4 7.1 8.8 | absorbed only 27°, total imports. It is 
Employees, Manufacturing (Ib) | Jan. 15.9 16.3 16.3 13.8 | worth noting that the proportions in 1947 
Employees, Government (Ib) |_Jan. 5.8 6.0 5.5 4.6 | were approximately 649% and 16%, re- 

UNERPLOVMENT—m (cb) Jan. 2.7 1.9 2.1 3.8 — while our excess of exports over 
FACTORY EMPLOYMENT (1b4) ee 154 169 160 47 imports s rank from $11.6 billion in 1947 to 
meer ena tt 18 195 128 ae only $5.5 billion last year—a drop of more 

Non-Durable Goods Jan. -~ wm oo m [Pm  .,. « 

ee ee sine vain wri nna wi With Crude Oil stocks now about 9°, 
FACTORY HOURS & WAGES (1b) above a year ago, measures are being 

Weekly Hours ae 39.6 40.0 40.5 40.3 | taken to bring supply more nearly into bal- 

Hourly Wage (cents) Jan. 138.4 137.6 1285 78.1 ance with demand. Permissible production 

Weakly Wage {$).._ | Jan: 54.77 55.10 52.07 32.79 _| in Texas is about to be cut for the third suc- 

“| cessive month, making a total reduction of 
PRICES—Wholesale (1b2) Mar. 8 159.0 158.8 156.9 92.5 | more than 500,000 barrels daily. The larg- 
Retail (cdib) Dec. 192.5 193.4 1884 116.2 | est importer of Middle East oil, Standard 
Oil Co. of N. J., announces that imports in 
—." SUED (788) Pie _ i. cre a the first quarter will be cut to 55,000 barrels 
Clothin ane : ; : . daily, from an average of 88,000 in the 
. pon. 196.5 200.4 = 192.1 '113.8 | closing three months of last year. 
Rent Jan. 119.7 119.5 = 115.9 107.8 
* * 7 
RETAIL TRADE—$b For reasons mentioned in this column a 

Retail Store Sales (cd) Jan. 9.50 13.17 9.68 4.72 | few weeks ago, the price of Lead has been 
Durable Goods Jan. 2.47 3.31 2.51 1.14 | reduced 31/, cents a pound. This is the first 
Non-Durable Goods Jan. 7.03 9.86 7.17 3.58 | break in non-ferrous metal prices since the 

Dep't Store Sales (mrb)________ |_ Jan. 0.64 1.40 0.64 0.49 | O. P. A. expired in 1946. Under O. P. A., 

Retail Sales Credit, End Mo. (rb2)__ | Dec. 7.98 7.45 6.45 5.46 | the price had been fixed at 8!/, cents. Re- 

nenmeiiny leased from control, it mounted by succes- 

New Orders (cd2)—Total ‘ies - - si ‘a sive steps to the record high of 21!/5 cents 

= : on Nov. 1, 1948. 
Durable Goods Dec. 290 277 292 221 
Non-Durable Goods Dec. 214 240 228 157 Pe ° ‘ 

Shipments (cd2)—Total til 342 352 330 187 Prices and production of Rayon, the 
Derable Goods “i 395 399 360 227 last citadel among textile fibres to succumb 
Non-Durable Goods ey 311 324 312 158 to crumbling demand, are being reduced. 

BUSINESS INVENTORIES, End. Mo. ° ° : ° ; 7 

Total—$b (ed) nae 54.0 55.4 48.0 23.9 «|. Prices of bituminous Coal are also soften- 
Manufacturers’ oa | 31.8 31.2 28.0 16.7 ing, especially for sub-quality grades; while 
Wholesalers’ a 83 8.5 16 4.1 _ | teduction in weekly work hours is beginning 
Detitien’ “san 13.9 157 12.4 g.1 | to reduce — stocks, as evidenced by 

Dept. Store Stocks (mrb) ic. 3.1 26 19 14 | the January decline of 1.57 million tons in 

inventories. Stocks above ground are still 
BUSINESS ACTIVITY —1—pc Mar. 5 162.4 161.6 170.0 141.8 | equivalent to 46 days’ supply; so that in- 
(M. W. S.)—l—np Mar. 5 185.8 184.9 190.2 146.5 | dustry will not be hampered by the miners’ 
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Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
INDUSTRIAL PROD.—1—np (rb) Jan. 191 192 193 174 walk-out, except the coal carriers, which 
Mining Jan. 151 156 154 133 have laid off about 63,000 employees in 
Durable Goods Mfr Jan. 229 231 229 220 consequence. A crisis could arise, however, 
Non-Durable Goods Mfr.____— | Jan. 174 173 = i” should the walk-out be extended for several 
CARLOADINGS—t—Total Mar. 5 705 688 792 833 weeks beyond the fortnight specified in Mr. 
Manufactures & Miscellaneous Mar. 5 349 343 372 379 Lewis’s order. 
Mdse. L. C. L Mar. 5 96 86 106 156 * * 
Grain Mar. 5 47 40 33 43 Many coal operators, particularly among 
ELEC. POWER Output (Kw.H.)m Mar. 5 5552 5,559 5293 3,267 smaller marginal producers, which always 
suffer in a buyers’ market, welcome the 
SOFT COAL, Prod. (st) m Mar. 5 10.3 10.9 13.2 10.8 walk-out. Exempt from the Anti-Trust 
a ro Jan. | pee poe . — - = ‘ “ = 3 | baws, Mr. Lewis can do what the operators 
poet, SAG. Oe _— ; : . ‘ would like to, but dare not, do. The miners 
PETROLEUM— (bbis.) m will lose little in the long run by taking their 
Crude Output, Daily Mar. 5 5.2 5.3 5.4 4.1 | lay-offs in one or more gulps, rather than 
Gasoline Stocks Mar. 5 126 124 Hl 86 piece-meal. 
Fue! Oil Stocks Mar. 5 80 80 48 94 * * 
Heating Oil Stocks Mer. § ied aaa > » New orders booked by Furniture manu- 
LUMBER, Prod. (bd. ft.) m Mar. 5 589 551 701 632 facturers in January were 49°%, below last 
Stocks, End Mo. (bd. ft.) b_______ | Dee. 7.7 7.4 5.6 12.6 | year—the first January-to-January decline 
STEEL INGOT PROD. (st.) m Feb. 746. 8.18 6.94 6.96 | Since 1945. The backlog of unfilled orders 
Cumulative from Jan. | au» | Fob. 15.6 8.18 = 14.4 74.7 | was off 56%, from a year earlier and equiv- | 
alent to only seven weeks’ production at 
ENGINEERING CONSTRUCTION the January rate, 
AWARDS—$m (en) Mar. 10 185 119 96 94 ¢ ‘ e 
Cumulative from Jan. | __ | Mar. 10 1,432 1,247 1,085 5,692 
Of more cheering import is the report on 
MISCELLANEOUS Construction expenditures for is sont 
Paperboard, New Orders (st}t.... | Mar. 5 158 164 193 165 wiiielenen 14%, ghamen tan year, compared 
Cigarettes, Domestic Sales—b............. Jan. 28.0 29.9 283 17.1 i adiaiats ths’ *n of only 11°. Ris- 
Pneumatic Casings Production—m..... | Dec. 4.5 4.7 4.9 39 |W CO wom Ge a ey Jo is 
Natural Rubber Consumption (It)t... | Dec. 45.6 51.6 562 54.3 | ing construction and government expendi- 
Do., Synthetic Dec. 42.1 40.8 43.2 0.5 | tures are among the few remaining strong 
Anthracite Coal Production (st)m.... | Jan. 4.5 4.7 49 3.8 | spots in the current business picture. 











b—Billions. 


cb—Census Bureau. 


cd—Commerce Dept. 


seasonally adjusted monthly totals at annual rate, before taxes. 


Data. e—Estimated. en—Engineering News-Record. !—Seasonally adjusted Index (1935-9—100). 


cd2—Commerce Dept. (Avge. Month 1939—100). 


cd3—Commerce Dept., 


ed!b—Commerce Dept. (1935-9—100), using Labor Bureau and other 


Ib—Labor Bureau. Ib2—Labor Bureau 


(#926—100). Ib3—Labor Bureau (1935-9—I100). Ib4—Labor Bureau, (1939—100). li—Long Tons. m—Millions. mpt—At Mills, Publishers, 
and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pe— 
Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
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No. of 1948-9 Indexes —————- ]_ (Nov. 14, 1936, Cl_—190) High Low Mar.5 Mar. 12 

Issues (1925 Close—100) High Low Mar.5 ‘Mar. 12 100 HIGH PRICED STOCKS ___- 91.84 74.54 76.46 78.08 

320 COMBINED AVERAGE___ 151.9 115.5 —-*118.6 —«-121.6-—- |: 100 LOW PRICED STOCKS. 182.86 130.57 133.88 137.72 
4 Agricultural Implements __ 240.1 169.4 175.4 182.6 6 Investment Trusts woe) VG 50.0 56.2 57.6 

10 Aircraft (1927 Cl—100)_._ 193.5 134.3 158.6 164.1 3 Liquor (1927 Cl—100)___._ 843.5 630.7 639.5 646.9 
6 Air Lines (1934 Cl—100)____ 515.6 342.1 402.7 413.7 [Ce Machmens: 122.9 129.4 133.3 
6A ft 106.8 73.0 83.5 81.5 > Maw Order... 12S 89.8 96.4 95.7 

12 Automobile Accessories ___._ 224. | 164.1 172.1 175.8 3 Meat Packing ——_.______._ 112.7 72.0 74.1 77.7 

12 Automobil 41.3 24.2 25.1 25.6 12 Metals, Miscellaneous ______ 189. 138.0 144.4 146.9 
3 Baking (1926 Cl—100)___.__ 21.9 16.4 18.4 18.8 4 Paper 48.7 33.1 33.9 35.2 
3 Business Machines _______._ 297. 215.9 226.2 227.1 29 Petroleum 301.0 199.5 223.4 232.5 
2 Bus lines (1926 Cl—100)_ 168.4 118.3 119.8 129.3 21 Public Utilities _._ 124.9 97.8 108.7 111.2 
5 Chemicals a “Aad 218.0 224.0 229.6 6 Radio (1927 Cl—100)_.__._ 30.6 17.8 19.6 20.1 
3 Coal Mining 26.9 14.7 15.3 15.2 9 Railroad Equipment 67.2 42.1 43.5 45.5 
4C¢ ication 56.1 35.0 35.7 37.2 24 Railroads 30.3 19.5 20.0 20.7 

13 Construction 71.5 52.3 54.5 56.2 3 Realty 27.1 21.1 22.1 22.1 
7 Contai 346.0 263.5 267.7 271.2 3 Shipbuilding 150.8 107.8 130.1 135.7 
9 Copper & Brass. 119.1 83.7 85.8 86.5 3 Soft Drinks 516.5 298.2 339.4 342.4 
2 Dairy Products 60.2 50.7 54.1 54.9 14 Steel & Iron 127.0 95.3 96.9 100.3 
5 Department Stores 19 50.7 51.0 52.6 3 Sugar 54.7 42.0 43.1 44.3 
6 Drugs & Toilet Articles 184.4 140.2 144.6 148.5 2 Sulphur 281.9 206.6 249.4 258.9 
2 Finance Companies 268.3 199.4 259.5 257.0 5 Textiles 170.4 114.4 116.7 114.4b 
7 Food Brands 177.6 146.0 149.5 152.7 3 Tires & Rubber 34.5 27.5 30.5 30.9 
2 Food Stores 67.5 57.9 66.0 66.0 6 Tobacco 71.7 62.4 71.5 719 
3 Furniture 88.3 59.7 62.9 65.1 2 Variety Stoces: SETS 286.9 308.3 310.2 
3 Gold Mining 772.7 515.1 618.4 643.9 17 Unclassied (1947 Cl—100) 109.8 83.8 86.8 90.5 
b—New LOW since 1947. 
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Trend of Commodities 








Futures rallied a little during the first half of the fortnight 
ended Mar. 12: then lost during the second half a little more 
than they had ge§ned. Wheat was noticeably weaker than the 
averages, under the weight of accumulating surpluses. Our 
index of raw material spot prices sank to a new low for the year. 
The major weakening influence was a 2-cents reduction in the 
| price of refined lead. A further subsequent reduction of 1!/2 

cent will doubtless cause an additional decline in this weekly 

| index when computed for Mar. 19. Present prospects are that, 
| when the new wheat crop starts to move this summer, 350 mil- 

| lion bushels of the old crop will be on hand—the largest carry- 
over since 1943. If the 1949 harvest reaches the record yield 

now expected, the carryover next year will be the biggest in 
history. The bakery strike in New York has precipitated com- 
petitive price cutting among smaller flour millers. Russia rose 









to second place among world wheat growers last year by har- 
vesting one billion bushels, with China dropping to third place. 
The U. S. was still first, with 1,288 million ith. The C. C. C, 
has offered growers a one-year extension of non-recourse sup- 
port loans covering 1948 crops of wheat and corn. This lessens 
the danger of a box car shortage this spring that might result 
from the need to move the old crops, now stored on farms, to 
terminal warehouses in order to make way for storing the new 
harvests. Aiming to place grain sorghums in better competitive 
position with other feed grains, the Agriculture Department 
will lower support prices of the 1949 crop to 70% or parity, 
from last year’s 77%. Efforts are being made to utilize the 
E.C. A. as a dumping outlet for our surplus crops, including 
apples, citrus fruits and nuts, of which unmanageable surpluses 
are depressing farm land prices. 
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Date 2 Wk. | Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 
Mar.14 Ago Ago Ago Ago Ago 194! 
28 Basic Commodities ...._ 265.6 272.9 293.4 299.4 315.5 315.5 156.9 
11 Imported Commodities. 252.6 253.1 256.2 290.7 291.1 274.3 157.3 
17 Domestic Commodities. 274.4 286.5 285.2 319.6 340.0 348.9 156.6 


RAW MATERIALS SPOT INDEX 


OEC. JAN, FEB, MAR. 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1949 1948 1947 1945 1941 1939 1938 1937 
High 161.5 162.2 164.0 95.8 85.7 783 65.8 93.8 
LOW one 156.2 149.2 1264 93.6 74.3 61.6 57.5 64.7 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3 Mo.6 Mo. | Yr. Dec. 6 
Mar.14 Ago Ago Ago Ago Ago 1941 
7 Domestic Agriculture. 294.0 298.2 291.1 312.2 345.2 374.0 163.9 
12 Foodstuffs 286.1 292.6 238.6 329.8 379.0 392.9 169.2 
16 Raw Industrials . 260.5 266.2 280.7 279.6 278.2 268.4 148.2 


COMMODITY FUTURES INDEX 
DEC. JAN, FEB, MAR 
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DOW-JONES | 
COMMODITIES INDEX 



































Average 1924-26 equals 


100 


1949 1948 1947 1945 1941 1939 1938 1937 
High _....... 139.28 168.63 175.65 106.41 84.60 64.67 54.95 82.44 
Low _........ 124.48 139.83 117.14 93.90 55.45 46.59 45.03 52.03 
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Highlights of the 37th Annual Report of 
COMMERCIAL CREDIT COMPANY 


The activities of Commercial Credit Company are carried on in three main divisions, 
consisting of Finance Companies, Insurance Companies and Manufacturing Companies. The con- 
solidated operations, total volume of receivables acquired by the Finance Companies, gross premiums 
written by the Insurance Companies, net sales volume of the Manufacturing Companies and con- 
solidated net income credited to Earned Surplus were larger during 1948 than for any previous year 


in the history of the Company. 





Consolidated Balance Sheet as of December 31, 1948 





ASSETS 
CURRENT ASSETS: 
Cash in banks and on hand............... ree: $ 51,974,536.72 
Marketable Securities: 
U. S. Government Obligations.............. $ 40,434,313.50 
Other Marketable Securities... ...........4.. __9,632,195.02 
$ 50,066,508.52 
Less Reserves. .... 79,687.20 49,986,821.32 
Accounts and Notes Receivable: 
Motor and Industrial Retail and “‘F.H.A.""... $335,221,655.82 


Motor and Industrial Wholesale. 


s+-+++  82,836,617.07 
Open Accounts, Notes, Nesieandli and 


RP Oren he 45,755,098.96 
Direct or ‘Personal Loan’’ 28,125,140.34 
Sundry Accounts and Notes 2,179,280 9 





MS RNa sac vin. g cer aunsindnva dies coed $494,117,793.18 
Less Reserves for age 
Unearned Income. . . 
Losses on Accounts and Notes Receivable. 


Samsedaenanesetaes $ 20,171,379.93 
5,844,884. 37 
26,016,264. 30 


-*” 


468,101,528.88 

Other Current Assets 
Trade Receivables— ‘Manufacturing 
Companies”. ...... tee 
Inventories— ‘Manufacturing Companies” Aer 
Premiums and other Receivables. 


*” 


4,709,935.93 
8,673,181.25 
$,727,273.19 19,110, 390.37 


$589,173,277.29 





Total Current Assets 


FIXED AND OTHER ASSETS: 
Land, Buildings & Equipment— 


**Manufacturing Companies’’.................. $ 5,561,968.40 
Company Cars ($826,346), 
Repossessions ($198,296) and Other j 1,170,877.04 6,732,845.44 


DEFERRED CHARGES (Prepaid Interest, Expenses, etc.) 1,792,269.00 


$597,698, 391.73 








A Few en” as 





CONSOLIDATED OPERATIONS 


Gross Finance Receivables Acquired. .........000ceeeeceeeeeeeeee $ 1,767,992,887 





Gross Insurance Premiums, prior to Reinsurance . 37,362,657 
Net Sales of Manufacturing Companies. .............00seeeeeeeeee 90,440,269 
Na or reccnccuns Hane conssy onset ccinsebceanseennones 83,410,751 
United States and Canadian Income Taxes... .........0seeeeeeeeee 12,547,557 
SAINENESs WANN, COMIMBGIOUN 5 occ. ch ccs caveats dccnnedcaseadees 38,607,700 

Number of Employes: 
PCE COMI oso StL signs scent nen Sos ehaessnnentexers : 4,183 
DN GIR a oi iivicscecsscvccnpesvccdesussesncesenss 1,287 
Manufacturing Companies. ..........2.00eeeceeeceeeeteeeeeeee 5,675 
MEO evatunduvdnscsvoavacavenes Gecsetierosansiennnens 11,145 


COMMERCIAL CREDIT COMPANY AND SUBSIDIARIES 
HOME OFFICE — BALTIMORE 2, MARYLAND 





LIABILITIES, CAPITAL 


CURRENT LIABILITIES: 


Notes Payable—Unsecured Shore Term.....,... 
° 23,287,156.98 
. 14,450,159.49 


Accounts Payable and Accruals 
Reserve for Federal Income Tax 
Funds Held under Surety Agreements 

Reserves—Customers Loss Reserves and ene: 


Toral Current Liabilities 


UNEARNED PREMIUMS—“INSURANCE COMPANIES” 


RESERVES FOR: 


Losses and Loss E ae —"‘Insurance Companies" 


Security Value and Exchange Fluctuations 
UNSECURED NOTES: 

Note, 1-5/8% due Aug. 1, 1951 ne 

Notes, 2-3/4% due serially 1953/1956 

Note, 3% due Jan. 1, 1963 


SUBORDINATED UNSECURED NOTES: 
Notes, 3% due 1957 


MINORITY INTERESTS IN SUBSIDIARIES..... 


CAPITAL STOCK AND SURPLUS: 
Preferred Stock—$100 par value 
Authorized 500,000 shares 
Issued and outstanding 250,000 shares 
Common Stock—$10 par value 
Authorized 3,000,000 shares 
Issued and outstanding 1,841,473 shares 
Capital Surplus Sanne ncuiees 
Earned Surplus 


AND SURPLUS 
$284,794, $00.00 


515,635.67 
8,925,159.06 


$331,972,611.20 


20,374,064. 54 


$10,637,503.73 


1,015,475.60 11,652,979.33 
$35,000,000.00 
25,000,000.00 
50,000,000.00 110,000,000.00 
F 25,000,000.00 
174,857.81 
$25,000,000.00 


18,414,730.60 








of December 31, 1948 


NET INCOME 
Finance Companies 
Insurance Companies 
Manufacturing Companies. . 


Net Income from Current Operations. . 


17,831,440.61 
37,277,708.24 98,523,878.85 
$597,698,391.73 

sas ceadiahion » §$ 6,731,303 
Rddvexexcasdeeens 3,691,270 
6,240,875 


$ 16,663,448 


Non-Recurring Credit from Reserve for Contingencies, 


Accumulated since 1939............0005 “ 

Net Income Credited to laa Surplus oer 

Net Income per Share on Common Stock: 
Credited to Earned Surplus..............0000- 
From Non-Recurring Reserve for Contingencies 


From Current Operations. . . 


4,500,000 


21,163,448 


“a 


$11.00 
datcenasaveahies 2.44 


$ 8.56 


MORE THAN 350 OFFICES IN PRINCIPAL CITIES 
OF THE UNITED STATES AND CANADA 
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Problems and Prospects of 
the Gold Mining Industry 





(Continued from page 681) 


a desire to possess, for political 
or other reasons, durable and eas- 
ily transportable assets, which 
can be sold without difficulty in 
almost any market and will thus 
retain their purchasing power un- 
der almost any circumstances.” 
This summary of conditions 
contributing to world demand for 
gold well expresses advantages of 
the precious metal for which the 
public is willing to pay prices in 
excess of the $35 an ounce fixed 
by law. In its natural state—that 
is, in the form of nuggets or 
flakes as obtained in separation 
from other ore— gold may be 
bought and sold, but because ordi- 
narily it is placed in bulky con- 
tainers it has less appeal than in 
the form of coins or even gold 
bars. In France, however, a free 
market prevails and gold may be 
bought or sold in refined form. 
Official estimates indicate that as 
much as $3.4 billion in gold has 
been put into hoarding in France, 
or almost five times as much as 
held by the Bank of France. 
Turning now to the practical 
side of the subject, let us examine 
conditions as currently prevail- 
ing. Assuming that governmental 
agencies charged with maintain- 
ing established prices for gold are 
successful in carrying out their 
assignments, it will be difficult for 
gold producers to improve their 
position except by means of spe- 
cial transactions such as proposed 
by the South African government 
or through gradual decline in the 
commodity price level. Consider- 
ing artificial supports which have 
developed in the last decade — 
such as growth in unionized labor 
and government appropriations 
for supporting farm products—it 
is questionable how far the gen- 
eral commodity price level may 
fall. Wages must decline or great- 
er production per man-hour must 
be obtained to enable gold mines 
to combat higher operating costs. 
Because of manpower limita- 
tions and lack of incentive to in- 
crease output, principal mining 
operations have been “marking 
time” in hope of more favorable 
economic conditions. Operations 
at less than capacity naturally 
contribute to higher costs and to 
less satisfactory earnings experi- 
ence. In the case of Homestake 
Mining, largest domestic produc- 
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er, located in South Dakota, for 
example, it is to be noted that out- 
put since the war has fallen far 
below the high totals immediate- 
ly prior to 1941. From 1936 to 
1941, production averaged slight- 
ly less than 1.4 million tons of 
ore, but in the three years since 
lifting of controls in 1945, only 
a little more than 800,000 tons of 
ore on the average have been 
produced. 

Extent to which operating 
profits have fallen may be seen 
from the fact that in the case of 
Homestake, it is estimated that 
profit last year probably fell to 
less than $5.50 a ton of ore from 
an average of about $8 a ton be- 
fore the war and as much as $8.40 
even in 1947. Yields have been 
well maintained, however, with 
last year’s production estimated 
at about $14 a ton of ore milled, 
compared with slightly less than 
$14 before the war and with bet- 
ter than $16 in 1947. Cost has 
risen to an indicated $8.50 a ton 
of ore milled last year from an 
average of about $5.50 before the 
war. 

Earnings after depletion de- 
clined last year to $1.22 a share 
from $1.29 in 1947 and this show- 
ing compared with $1.18 in 1946. 
Relatively unsatisfactory results 
are attributed by management to 
the “effect of artificially de- 
pressed conditions that continued 
to be imposed on the gold mining 
industry in the United States on 
ownership and sale of gold.” Pro- 
duction in 1948 declined about 9 
per cent from the 393,173 ounces 
of 1947. The grade of ore mined 
last year was poorer than in 1947, 
the management pointed out. 


Shift to Lower Grade Ore 


Gold mining companies are re- 
luctant to mine their best deposits 
so long as they feel hopeful of ob- 
taining increased prices eventual- 
ly for their product. Thus con- 
centration on lower grade ore, 
wherever possible, adds to cost of 
operations since, yields on ore 
milled tend to decline. 


Whether or not by choice, Dome 
Mines, ranked as third largest in 
Canada, has been shifting to 
lower grade ore in recent years 
and this has shown up in less 
promising results. Net profit last 
year apparently dropped below $1 
a share as compared with $1.09 
in 1947 and as high as about $2 
a share on the average for 1937 
through 1940. Yield per ton of 


ore last year probably dropped to 
about $8.50 to $8.75 from about | 
$9.50 in the preceding two years | 
and an average of about $12.50 a 
ton in the five or six pre-w ary 
years. 








[ 








Hollinger Consolidated 


Operations of Hollinger Con- 
solidated, leading Canadian pro- 
ducer, have been hampered by 
labor and power shortages and 
other factors contributing to in- 
creased costs. Limitation on pro- |” 
duction has boosted unit costs | 
and seriously reduced operating 
profits. The margin last year © 
probably compared favorably with | 
indicated 94 cents a ton of ore © 
milled in 1947. This contrasted 
with about $4 to $4.25 before the 
war and with a high of $4.76 in 
1940. Yield in gold has been well 
maintained, however, at above $8 
a ton, which compares favorably 
with experience in Dome opera- 
tions. Before the war yield aver- 
aged above $9 a ton. Net profit 
estimated at 25 to 30 cents a share 
is well below pre-war results. The 
company is interested through 
subsidiaries in developing exten- 
sive iron ore properties in Labra- 
dor and Quebec, and holders of 
the stock no doubt take into con- © 
sideration a promising outlook in ~ 
this activity. 

McIntyre Porcupine, regarded 
as second largest producer in 
Canada’s Porcupine District, has 
been able to maintain earning 
power better than others in the 
Industry. Earnings in recent years 
have approximated $3 a share, 
just about covering dividend re- 
quirements, compared with an 
average of about $4.50 a share 
before the war, when the divi- 
dend stood at $3.33 a share, this 
rate having been adjusted to take 
into account the 10 per cent de- 
preciation of the Canadian dollar. 
McIntyre has opposed sale of its 
output to the Canadian govern- 
ment at the fixed price of $35 an 
ounce and resistance by the man- 
agement no doubt proved influen- 
tial in final adoption of a policy 
of paying a bonus to offset high- 
er costs. McIntyre also has sub- 
stantial income from an invest- 
ment portfolio, to which addition- 
al securities have been added. In- 
come from this source has en- 
abled the company to maintain its 
liberal dividend. 

Mention of the Canadian sub- 
sidy directs attention to this 
method of bypassing an actual in- 
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STANDARD OL Leesa 


reports on its 
Tenth Consecutive Year of Breaking Records 


1. In 1948 the companies of the Standard Oil (Indiana) 
group set new records in all phases of their operations: 
the production and transportation of crude oil and the 
refining and marketing of petroleum products. Since 1938, 
each year has shown new high records in crude reserves, 
pipeline traffic and dollar volume of sales. Crude oil pro- 
duction has increased in every year but one, and refinery 
runs in every year but two. 


2. Sales in 1948 totalled $1,205,957,775, comparedjwith 
$886,290,397 in 1947. 


3. Net earnings for 1948 were $140,079,286, or $9.16 per 
— compared with $94,880,715, or $6.21 per share, in 


4. The outstanding gains in all categories in 1948 were 
especially welcome in helping to overcome the oil short- 
age of the previous heating season. The increases were 
due largely to capital expenditures of more than $630,- 
000,000 during the past three years. Of this sum, 32% 
was provided by plowed-back earnings, 39% by borrow- 
ings, 23% by depreciation, depletion, etc., and 6% from 
other sources. ese new investments benefit the public, 
our employees and our stockholders. 


5. Net crude-oil production in 1948 averaged 221,252 


barrels a day, a 14.6% increase over 1947. A total of 597 
new oil wells were completed in 1948, 17% more than in 
1947. New discoveries and extensions of fields not only 
replaced the record breaking quantities of crude oil pro- 
duced during the year but made a substantial net addition 
to proven reserves. 

6. Crude oil runs at refineries in 1948 averaged 426,794 
barrels a day, a 16% increase over 1947. 


7. Employees at the end of 1948 numbered 48,692, an 
increase of 2,725 since the end of 1947. Total wages and 
benefits paid in 1948 averaged $4,452 per employee. Back 
of each employee there is an average capital investment 
of $26,700. 

8. The company was owned by 97,073 stockholders on 
December 31, 1948. No institutional stockholder owned 
so much as 5% of the stock and no individual owned so 
much as 1%. 1948 was the 55th consecutive year in 
which dividends have been paid, and the equity of stock- 
holders has been steadily increased by plowing back a 
substantial proportion of earnings. 

9. Standard Oil and its subsidiaries sell petroleum prod- 
ucts in 40 states. In the 15 North Central states, con- 
taining nearly \ of the nation’s population, the company 
is the largest refiner and marketer of petroleum products. 





CONSOLIDATED STATEMENT OF INCOME 
AND EXPENSES 
And Summary of Earnings Retained and Invested in the 
Business for the Years 1948 and 1947 
1948 1947 


Sales and operating revenues. .... $1,236,957,533 $910,746,050 
Dividends, interest, etc., received . 7,658,101 10,710,937 
Gain on sale of investments and 

GREMEA? GMNOEE, «0.5 occ cee yickess 1,170,457 1,353,318 


Total income......... $1,245,786,091 $922,810,305 








DEDUCT: 

Materials used, salaries and wages, 
operating and general —— 
other than those shown below...$ 942,641,159 $717,915,210 

Depreciation, depletion, and amor- 
tization of properties— 

PISOVOGIATION «4. «6 ices cette $ 

Depletion and amortization of 





36,353,710 $ 29,365,616 











drilling and development costs 20,997,610 17,438,774 
F $ 57,351,320 $ 46,804,390 
Loss on dry holes, retirements and 
SHANAOMMONIS. occcccceccceses 26,383,848 13,403,888 
Federal and state income taxes. . . 42,311,000 22,229,000 
Other taxes (exclusive of taxes 
amounting to $155,853,420 in 
1948 and $142,252,684 in 1947 
collected from customers for gov- 
ernment agencies)............. 27,990,567 21,545,740 
NN WONU IER rococo cece 4m 3's o 4,489,264 2,144,482 
Minority stockholders’ interest in 
net earnings of subsidiaries... . . 4,539,647 3,886,880 
Total deductions...... $1,105,706,805 $827,929,590 
ff ET ee ee ee $ 140,079,286 $ 94,880,715 





Dividends paid by Standard Oil 
Company (Indiana)— 
Regular and extra dividends paid 
wholly in cash—$2.125 per 
share in 1948 and $2.00 in 1947$ 32,480,351 $ 30,570,249 
Extra dividend paid in capital 
stock of Standard Oil Com- 
pany (New Jersey) — 127,583 
shares at average carrying 
value—together with equaliz- 
ing cash —_ in lieu of 
fractional shares. (Market 
value of distribution on Sep- 
tember 10, 1948 was equiva- 
lent to $0.7534 per share on 
Standard Oil Company (In- 
GAIN) MHOC) «6... cece coon es 7,961,059 
Total dividends paid. .$ 40,441,410 $ 30,570,249 
Balance of earnings retained...... $ 99,637,876 $ 64,310,466 
Earnings retained and invested in 
e business at beginning of 
year (after deducting at January 
1, 1948, $5,786,157 of payments 
in 1948 for vacations earned in 
a 7) pee ee es eee eae 422,928,319 364,404,010 


Earnings retained and invested in 
the business at the end of year..$ 522,566,195* $428,714,476 


*Including $197,000,000 restricted by terms of de- 
benture and bank-loan agreements of subsidiary com- 
panies and about $15,600,000 of earnings of pipe-line 
subsidiaries segregated under provisions of Consent 
Decree in Elkins Act suit. 























THE STORY IN FIGURES 


PRODUCTION 1948 1947 
Crude oil produced, net, barrels. . 80,978,286 70,464,282* 
Oil wells owned, net, at year end 8,241 7,772 
Gas wells owned, net,"at year end 738 579 


TRANSPORTATION 


Pipelines owned, at year end, miles 15,267 14,114 
Pipeline traffic, million barrel 

pS er ere eee 116,756 96,678 
Tanker and barge traffic, million 

eee MIME. . co.cc - cc ee aweee 87,483 58,513 


MANUFACTURING 
Crude oil run at refineries, barrels 156,206,614 134,663,854* 
Crude-running capacity, at year 


end, barrels per day.......... 465,275 403,400 
MARKETING 
Total sales in dollars........... $1,205,957,775 $886,290,397 
Bulk plants operated, at year end 4,490 4,515 
Retail outlets served, at year end 29,612 30,278* 
FINANCIAL 
RN ie oc ewiveine was oa $1,245,786,091 $922,810,305 
NEG OI a cca cee tine ene 140,079,286 94,880,715 


Dividends paid—including, in 
1948, a dividend in capital stock 
of Standard Oil Company (New 
Jersey) at average carrying 
value on our books........... 40,441,410 30,570,249 
Earnings retained in the business. 99,637,876 64,310,466 
Net earnings per share.......... $9.16 $6.21 
Dividends paid per share........ $2.878@ $2.00 
(@Including $0.753 as the 
market value on Septem- 
ber 10, 1948, of the divi- 
dend in capital stock of ° 
Standard Oil Company 
(New Jersey).) 


Net worth, at the year end...... $1,018,721,446 $924,870,060 
Book value per share, at the year 

WG 6 sieeve nccoeeccaeuewenee $66.65 $60.51 
PEOPLE 
Stockholders, at the year end.... 97,073 97,495 
Employees, at the year end..... 48,692 45,967 


*Revised figures conforming to new statistical classification. 





... Copies of the 1948 Annual Report available on request as 
long as the supply lasts. Write Standard Oil Company, 
gio §. Michigan Avenue, Chicago So, Illinois. 
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crease in price. Canadian pro- 
ducers had enjoyed an advantage 
since 1939, when at the outbreak 
of the European war the Canad- 
ian dollar fell to a discount of 
about 10 per cent in terms of our 
currency. Canadian producers 
thus were able to obtain an 
equivalent of about $38.50 an 
ounce. In 1946, however, when 
the Dominion Government re- 
valued the exchange and fixed the 
official rate at par with the United 
States dollar, this benefit enjoyed 
by Canadian mines disappeared. 
Finally, to appease mine opera- 
tors who threatened to shut down, 
Canada formulated a subsidy pro- 
viding for payment of sums to in- 
dividual mines equal to half of 
their costs above $18 an ounce as 
computed for the base year ended 
June 30, 1947, on output in excess 
of two-thirds of the base year’s 
production. This arrangement ap- 
plies for the three years from 
1948 through 1950. For the indus- 
try as a whole, it is calculated that 
the subsidy means a benefit of 
$1.50 to $1.75 an ounce—roughly 
half of the advantage that had 
accrued from the depreciation at 
the outbreak of war. Pressure 
thus is being brought on the 
Dominion Government to permit 
the Canadian dollar to fall to an 
“official” discount of 10 per cent 
in relation to our currency. 

With principal gold mining 
stocks currently appraised in the 
market at 10 to over 20 times in- 
dicated share earnings (and even 
higher ratios on earnings after 
depletion charges,) the question 
may be raised whether future po- 
tentialities have not been fully 
appraised. 


Special Factors 


Stocks in this group cannot be 
measured with the same yard- 
sticks as are utilized in evaluat- 
ing industrial issues. Allowance 
must be made for the fact that 
the product has intrinsic worth 
beyond actual monetary value. 
Managements have little need for 
working capital, while risk of in- 
ventory depreciation is nil. Con- 
sequently, with benefit of liberal 
depletion allowance, virtually all 
earnings are available for distri- 
bution to stockholders. Dividend 
rates accordingly are liberal in 
relation to reported earnings. This 
fact also is taken into account in 
market appraisal. 

Moreover, the knowledge that 
wartime inflation almost certain- 
ly lays the groundwork for a sub- 
sequent deflation is one reason for 
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taking an optimistic long range 
view of gold mines. Regardless of 
trends toward a managed econ- 
omy, involving numerous types of 
relief for needy persons, history 
suggests that depressions mani- 
fest themselves in due course and 
that the most obvious cure in- 
cludes currency devaluation 
achieved through an increase in 
the price of gold. 

Some such reasoning doubtless 
underlies the recent better-than- 
average market performance of 
gold mining shares. However it 
is distinctly a long term expecta- 
tion, nothing that could possibly 
develop quickly or even in the 
foreseeable future. For the gen- 
eral price and wage structure to 
recede sufficiently to bring the in- 
dustry really notable relief and 
corresponding improvement of 
profit potentials will take time. 
By the same token, any hope for 
an increase in the statutory price 
of gold is at best a longer range 
expectation. In view of this, it is 
not surprising that representative 
issues, though there are excep- 
tions such as Homestake and Mc- 
Intyre, are still selling around 
the lower limits of the price 
range of recent years. 





Wide Variations in 
Motor Accessories 
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continues to be as substantial as 
now seems probable. Then, if re- 
visions of inventory values can be 
made with little impact upon oper- 
ating earnings this year, replace- 
ment of essential materials at re- 
duced prices will tend to hold or 
widen margins in a satisfactory 
manner. Additionally, the utiliza- 
tion of modernized facilities 
should prove effective in holding 
down operating costs. Importantly 
also, the more ample supply of 
materials promises to smooth the 
mass output of numerous items, 
with volume output offsetting the 
factor of rigid overhead expense. 
High breakeven points, on the 
other hand, will create a serious 
efficiency test for such concerns as 
may experience reduced volume 
this year. Operating margins could 
shrink fast in such instances un- 
less prompt operating economies 
are instituted. 

Many concerns in the parts and 
accessory industry, diversified in 
greater or lesser degree, face a 
varying outlook for their non- 
automotive lines. These are an im- 


portant element in creating total 
volume for the main enterprise in 
many cases. Government aid in 
stimulating the aircraft industry 
has already brought substantial 
orders for parts to qualified units 
in the automotive parts field, and 
this kind of business should in- 
crease significantly in coming 
months. Thomspon Products, for 
example, is favorably situated 
with about one-third of its activi- 
ties now directed towards the air- 
craft industry. About 60% of 
Bendix Aviation’s output goes to 
the automotive industry and 40% 
to aircraft manufacturers. Eaton 
Manufacturing also benefits from 
increased aviation sales. 


Continuing heavy demand for 
plumbing supplies should help sup- 
plement automotive sales. of 
Briggs Manufacturing, but re- 
duced demand for radios may 
prove a slightly adverse factor for 
Stewart Warner. Record sales of 
pipe as well as of automobile 
frames have swelled earnings of 
A. O. Smith Corporation and 
should continue to do so this year. 
We cite these examples briefly to 
show investors the need for care- 
ful study of the diversified output 
of many firms in this field. 


All said, the pros and cons in 
the 1949 outlook for the automo- 
tive parts industry are rather 
numerous, with varying implica- 
tions for the individual concerns. 
Last year’s widespread earnings 
gains strengthened the financial 
status of many enterprises to a 
point that promises well for divi- 
dend stability or even increased 
liberality, especially in cases 
where completion of expansion 
programs has eased capital needs. 
This factor may be applied to 
companies whose earnings in the 
current year are not likely to 
match 1948 records. 

Parts and accessories shares 
normally are volatile, and their ac- 
tion for many months past has 
rather closely followed that of the 
general market. From the ap- 
pended table it will be noted that 
recent prices for most companies 
were not much above their 1948- 
49 lows, and that above-average 
yields and often low price-earn- 
ings ratios reflect considerable un- 
certainty over earnings stability. 
Equities of selected concerns with 
well established contract relations 
either in the automotive or other 
fields appear reasonably priced, 
enhancing their appreciation po- 
tentials if the general market 
turns upward. 
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BLAW-KNOX Company 


ANNUAL REPORT...1948 











OPERATIONS 


The Company began the year 1948 with an order 
backlog of $29.5 million and during the year booked 
new business at a rate which exceeded production. 
As a result the backlog grew to $39 million at the 
year-end, a reasonable indication of satisfactory 
volume in 1949. 

Billings of shipments and services in 1948 
amounted to $68.7 million, up $13.1 million over 
1947 and a record peacetime year. 


PROFITS AND DIVIDENDS 


The profits of the Company in 1948 amounted to 
$4 million, an increase of $1.1 million over 1947, 
and also a peacetime record. This was equivalent to 
5-8/10 cents on each dollar of sales. The profit 
results to be expected in 1949 are less predictable 
than business volume, since the effect of proposed 
new legislation on taxes, material prices, wage 
rates and other costs cannot now be forecast. 

Dividends of $1.25 a share were paid in 1948. 


PLANT ADDITIONS 


During the year $1,225,686 was spent for addi- 
tional buildings and machinery and for replacement 
of worn-out or obsolete equipment. In addition the 
physical assets of The Foote Co. valued at $793,585 
were acquired with stock. It is estimated that a cash 
outlay of $1,500,000 will be required to complete 
the improvement program authorized but unfinished 
on December 31, 1948. 


RESEARCH 


Over the years Blaw-Knox has enlarged its facili- 
ties and personnel for research, invention and 
design. The Company is equipped to study the pro- 
duction problems of industry and to supply equip- 
ment and engineering suggestions to improve 
operations. Its extensive engineering organization 
is constantly exploring these problems. 


* * * 


PARTIAL LIST OF PRODUCTS AND SERVICES 





CONDENSED STATEMENT OF OPERATIONS 


Revenues: 
Sales of products and services... 
OCUher INCOMES << cicccccces aaa 
EGtal £ONENUCS <2 cc occsdcesses 
Costs and expenses........... aaa 


Estimated taxes on income: 


Pennsylvania and other........ - 
MEGMEBM agate cedages' sccm eusns 


Net income—$2.87 and $2.19 per 
share in the respective years..... 


Dividends paid—$1.25 and $1.10 
per share in the respective years 


Income retained in the enterprise 








1948 1947 
$68,728,473 $55,626,055 
522,634 351,245 
$69,251,107 $55,977,300 
62,120,212 50,913,599 





$ 7,130,895 


310,000 
2,770,000 


$ 5,063,701 


130,000 
1,990,000 





$ 3,080,000 


$ 2,120,000 





$ 4,050,895 


$ 2,943,701 








$ 1,731,023 


1,479,327 





$ 2,319,872 


1,464,374 








CONDENSED STATEMENT OF FINANCIAL POSITION 


Dec. 


31, 1948 


Dec. 31, 1947 





Total current assets...... ceeoaaede 
Total current liabilities........... 


Working capital..........06. Te 


Investments and long-term 
PECOIV AINE cc 6 sks cic dies ssc aee 


Properties, plants, and equipment, 
less estimated wear and 
CUNISEIENE coc b osc casa waee a 


Costs chargeable to future 
Operations. ......ceeee ceccece 


Other liabilities (deduct)..... ere 


Excess of assets over liabilities 
(Book value of outstanding 
Capital Stock) <<. .osi60 cess 


Book value per share of outstand- 





$26,426,423 
9,187,776 


$22,874,280 


_ 
8,076,081 





$17,238,647 


574,686 


9,996,529 


481,422 


(350,000) 


$27,941,284 


$14,798,199 


598,334 


9,225,790 


320,088 


(387,000) 
























res 
Ac- itig. Capital SIOEK.. 5. 6.0266 0<<s $ 19.80 $ 18.26 
Iron and steel rolls * Rolling mills « Other steel mill equipment + 
las tings « Complete plants for chemical and process indus- Number of shares outstanding.... . 1,411,468 1,344,843 
‘he % tries « Process equipment « Pavers « Other road building 
ip- equipment « Steel forms « Clamshell buckets « Other con- 
struction equipment ¢ Fabricated piping systems « Automatic 
at 
sprinklers « Food processing equipment « Radio and trans- 
les mission towers « Standard steel buildings « Steel grating 
8- 
ge 
n- 
ine 
Vv. 
BLAW-KNOX Compan 
ns 
3y PITTSBURGH, PA. 
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O- PITTSBURGH ROLLS DIVISION ° UNION STEEL CASTINGS DIVISION 7 POWER PIPING DIVISION* ° BLAW-KNOX SPRINKLER DIVISION* 
at CHEMICAL PLANTS DIVISION* e BUFLOVAK EQUIPMENT DIVISION . THE FOOTE CO., INC. ° BUFLOVAK MIDWEST COMPANY 
. *Division of Blaw-Knox Construction Company 4 
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1949 Prospects for 
Auto Companies 





(Continued from page 684) 


ingly speculative. Dividend reduc- 
tions or omissions in this division 
were rather frequent last year 
and 1949 prospects are none too 
encouraging. As always, though, 
there are exceptions to the rule. 
Among these might be mentioned 
Freuhauf Trailer, enjoying an up- 
trend in earnings last year and 
with growth potentials far from 
exhausted. Such strongly estab- 
lished and well financed concerns 
as Mack Trucks and Diamond T 
Motor Car Company also may 
enjoy improvement this year, 
though their dividend prospects 
are uncertain. 

While several independent man- 
ufacturers of passenger cars last 
year achieved record sales and 
earnings, it appears doubtful if 
most of them will be able to estab- 
lish gains in the current year. 
Last year’s earnings base, though, 
was so high that while compari- 
sons may suffer somewhat, results 
could still look quite favorable as 
against prewar. Not only does the 
market for popular priced cars 
remain strong, but the season is 
at hand when demand for the 
more expensive automobiles nor- 
mally expands. It should be real- 
ized that while operations of these 
independents are on a far smaller 
scale than those of the Big Three, 
they are geared accordingly and 
have produced fair profits on 
smaller capital investments. Car 
popularity long established, 
though in relatively lesser degree, 
assures many of them with pros- 
pects for well sustained volume 
in a period when general purchas- 
ing power is large. 

Such established concerns as 
Studebaker, Packard and Nash 
enjoy many favorable operating 
factors in common with their 
larger competitors. That is to say, 
their facilities have been ex- 
panded and modernized, more 
steel is at their command this 
year and their dealer organiza- 
tions are aggressively facing the 
competitive battle ahead. Fur- 
thermore, the start of 1949 finds 
practically all of them with new 
models priced at a level that 
should stabilize operating mar- 
gins unless wages advance signifi- 
cantly as the year unfolds. Unit 
costs at present seem likely to de- 
cline moderately unless sales fall 
off impressively. Under the cir- 
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cumstances it could well happen 
that even a reduced production 
schedule may not affect earnings 
undully ; in some cases these may 
even improve unless competition 
forces price reductions. 

Just what a head start the auto- 
motive industry has made thus 
far in 1949 in increasing produc- 
tion over a year earlier is clearly 
shown by statistics of the Auto- 
motive News. Despite a few pro- 
duction cutbacks, total car output 
in the first quarter appears cer- 
tain to reach 1.4 million units, or 
about 100,000 more than in the 
same period of 1948. If March 
schedules are realized, total out- 
put for the month of 526,700 
units will be the largest for the 
past eight years. While output 
has been reduced by Kaiser- 
Frazer, Willys - Overland, Pack- 
ard and Hudson, the others are 
stepping up production currently. 


Truck Output 


Output of trucks has more 
varying aspects, to judge from 
figures for the week ended March 
5, but even so a total of 24,711 
units compared rather closely 
with 25,759 in the previous week. 
Both Ford and Dodge produced 
more trucks, Chevrolet and Gen- 
eral Motors slightly less, Stude- 
baker 8% fewer and production 
of Willys-Overland was off sharp- 
ly. That the over-all demand for 
trucks is still substantial, even at 
a lower level, is shown by total 
production of 238,463 units from 
January 1 to March 5. 

What normally is the best sell- 
ing season will begin in April for 
both passenger cars and trucks. 
Most manufacturers expect de- 
mand to increase substantially in 
the near future and to continue 
at a high rate through at least 
July. Additional confidence in this 
seasonal factor appears. war- 
ranted in view of the easier credit 
terms recently granted by the 
Federal Reserve Bank. These al- 
low a car buyer twenty-one 
months in which to make final 
payment rather than eighteen as 
formerly, thus reducing his 
monthly installments. While the 
industry had hoped the term 
would be extended to 24 months, 
they envisage a substantial stimu- 
lus to car demand through the 
new ruling. 

The extension of credit terms 
should not only increase the num- 
ber of car buyers, but help to 
maintain prices at a fairly stable 
level. This because the bulk of 
popular-priced cars are bought by 
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people of moderate income, to f 
whom the total outlay is less im. F 
portant than the monthly install. | 
ments, regardless of their num- 
ber. A reduction of a few dollars [7 
in the monthly payments thus [ 
could be a determinant factor in f 


creating purchase decisions. 


The recent announcement of | 


slightly lower prices by General 


Motors has created a dilemma for f 
especially for — 


its competitors, 
those who face new wage de- 
mands in coming months, a prob- 
lem with widespread implications. 
It is yet too early to predict 
whether work interruptions or a 
boost in wage costs will squeeze 
margins of car manufacturers. 
Until this factor is clarified, it is 
unlikely that any will have the 
courage to adopt price policies 
similar to those of GM. The auto- 
matic reduction of wage rates by 
two cents per hour by this con- 
cern, in line with lower living 
costs, will hardly provide an off- 
set to the decline in car prices, 
for on May 29 wages will be lifted 
by three cents per hour under the 
“productivity clause” of its wage 
contract. General Motors evi- 
dently counts on greater produc- 
tion efficiency and rising volume 
to compensate for the announced 
price cuts, and its competitors 
may have to rely on similar po- 
tential offsets. At any rate, fur- 
ther price advances appear well 
ruled out now not only by com- 
petitive but by market conditions 
as well. 


Conclusions 


Summing up, a record produc- 
tion of low and medium priced 
cars seems well assured in 1949, 
though output of passenger cars 
selling much above $2,000 may be 
lower than last year. Chances are 
excellent that the market will ab- 
sorb the increased overall produc- 
tion without difficulty, though 
promotional expenses will ex- 
pand. The enlarged unit and dol- 
lar output should permit most of 
the established firms to obtain a 
fair share of the available busi- 
ness, but substantial gains are 
more likely to be achieved by the 
Big Three. 


Most likely, the “independents” 
will henceforth obtain a smaller 
piece of the market. Compared to 
last year’s 20%, they may get as 
little as 15% to 18% but then, 
the “market pie” is a big one and 
even a somewhat smaller piece 
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would still amount to sizable busi- 
ness. The respective shares ob- 
tained by the leading companies 
last year, and how they compare 
with prewar, are shown in the ac- 
companying table. 





A Special Program for 
Investment Income 





(Continued from page 679) 


from good quality stocks is on 
the bargain counter and provides 
investors with an opportunity to 
establish a strong portfolio yield- 
ing generous returns. 
Admittedly, our program may 
not meet the needs or wishes of 
all investors, but is designed for 
and well suited to any one who 
wishes to carry into execution the 
idea of a regular monthly income 
plan. The attached tables list the 
schedule of monthly income pay- 
ments as well as the cost of the 
various blocks of securities at re- 
cent market prices. Monthly re- 
turn ranges from a low of $115.25 
to a high of $198, the latter 
amount to accrue ‘in December 
when the largest number of extra 
or special dividends is usually 
paid. Apart from this seasonal 
variation which is also found in 
January and February, though in 
somewhat lesser degree, average 
monthly payments are approxi- 
mately $120 compared with the 
monthly average for the entire 
year of $134.33. We feel that a 
portfolio such as we suggest can 
provide a most satisfactory 
foundation for good income as 
well as capital appreciation. 





Answers to Inquiries 





(Continued from page 693) 


$2,648,025, equal to $1.95 per 
share on the common stock, 
against $2,328,593 or $1.71 per 
share, in 1947. 

The company’s December 31, 
1948 balance sheet showed total 
current assets of $16,146,526 and 
total current liabilities of $4,306,- 
958, a ratio of 3.7 to 1. Earned 
surplus as of December 31, 1948 
was $9,723,868 against $8,230,786 
a year earlier. 

Dividends last year totalled 85 
cents per share. 

The company showed a 13% in- 
crease in sales volume last year 
over the 1947 volume and a 14% 
rise in net profit. 
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How to fool a thunderhead 


There’s grandeur in the way storm 
clouds climb a summer sky . . . but in 
the downpour they bring there’s grief 
for many a homeowner. 


When the drainage system on his 
roof is made of Armco Stainless, the 
homeowner need not worry. He knows 
his roof drainage will stay watertight 
and attractive for years. 

Gutters, downspouts and flashing of 
stainless steel resist corrosion and wear. 
And because of the great strength of 
this metal, gutters won’t sag under 
winter snow and ice, or crack when 
the temperature changes suddenly. 


In roof drainage systems and in hun- 
dreds of products for home and indus- 


ARMCO STEEL CORPORATION 


The familiar ARMCO triangle identifies special-purpose steels that help 


manufacturers make more attractive, more useful, longer-lasting products. 


try, ARMco Stainless Steel has proved 
its economy. It requires no more labor 
to make things of stainless than of less 
durable materials and yet it gives the 
buyer extra value in better appearance 
and long, trouble-free service. 

Stainless is one of the large family 
of Armco Special-Purpose Steels devel- 
oped to meet manufacturers’ exacting 
needs. When buyers see the familiar 
ARMCO triangle on products or equip- 
ment, they know the maker has care- 
fully chosen the steel for the use. It’s 
good business to put this trademark 
on products for point-of-sale identifi- 
cation. Armco Steel Corporation, go 
Curtis St., Middletown, Ohio. Export: 
The Armco International Corporation. 
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What’s Ahead for 
the Metals? 





(Continued from page 688) 


first quarter and leaders in this 
field frankly foresee a decline of 
from 10% to 20% in 1949 volume. 
But seasonal factors and present 
reluctance to expand inventories 
at wholesale and retail levels may 
have influenced these estimates. 
On the other hand, the mill divi- 
sion’s outlook is important to con- 
sider, for it utilizes about 45% of 


total domestic copper production. 
Since reduced demand has placed 
many of the mills on a 30-hour 
weekly work basis, their forecasts 
are not without foundation. 

A strongly offsetting factor that 
promises to stabilize copper de- 
mand is the Government stock- 
piling program. Washington has 
already contracted to buy 90,000 
tons of the red metal for delivery 
by June 30, equal to about 8% 
of domestic refinery output. Urg- 
ency in this direction is shown by 
revised bidding policies that fur- 
nish direct competition with in- 
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dustrial demand. Furthermore, 
implementation of the proposed 
Atlantic Defense Alliance should 
expand Federal purchases of cop- 
per in the second half, not to 
mention stepped up requirements 
for our own national defense. It 
is pretty safe to say that demand 
from Government sources will 
more than take up any lag in in- 
dustrial consumption that may 
occur. 


Threat to Copper Price? 


On this assumption, it is diffi- 
cult to impart too much signific- 
ance to the disappearance of 
premium prices for copper, the 
advent of fairly prompt deliveries 
or a progressive decline in scrap 
prices as a threat to the stability 
of refined metal prices near their 
current record level. Historically, 
copper prices have receded fast 
from high points soon after the 
aforementioned symptoms have 
become evident, but the present 
cycle could prove an exception. 
This because all but the low cost 
producers might have to curtail 
operations in the absence of Fed- 
eral subsidies, once current sharp- 
ly higher costs threaten or wipe 
out profit margins. On the other 
hand, such a situation would 
hardly materialize unless copper 
prices dropped below 16 cents a 
pound. Thus the present price of 
23.60 cents furnishes quite a sub- 
stantial cushion. 

Despite the steady uptrend in 
last year’s copper prices, net earn- 
ings of the leading mines showed 
relatively small gains over the 
previous period. Barring strikes 
and no serious expansion in min- 
ing costs during 1949, it seems 
probable that earnings for the 
first half year, at least, should 
continue fairly stable. In a few 
cases, even moderate improve- 
ment may be achieved. This might 
be true, for example, with a low 
cost producer like Kennecott Cop- 
per that in 1948 managed to show 
slightly better earnings than a 
year earlier though it lost about 
100 million pounds of copper out- 
put by a 65-day strike. Heavy 
charges for depreciation and de- 
pletion have built up the funds of 
all the important copper com- 
panies to a point where share- 
holders can expect steady and lib- 
eral dividend treatment in the 
current year. 


Aluminum Industry 


Producers of aluminum have 
valid hopes of selling capacity 
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output in 1949. This is saying a 
good deal, for the three major 
units in this field, Aluminum 
Company of America, Reynolds 
Metals and Permanente Metals 
established a peacetime record 
last year by turning out 1.25 bil- 
lion pounds. This compared with 
327 million pounds a decade earl- 
ier. Supplies of aluminum in 
1948, however, failed to meet de- 
mand by about half a billion 
pounds, for steel and copper 
shortages and the development of 
some 2,000 new uses greatly ex- 
panded postwar markets. No lit- 
tle credit for the insistent de- 
mand has been due to the low 
price of 17 cents per pound for 
aluminum ingots, only twice 
boosted one cent each in postwar 
and comparing with a price of 20 
cents per pound in the immediate 
prewar period. 

Thus far in 1949, last year’s ab- 
normal pressure to purchase alu- 
minum has decidedly eased. Janu- 
ary shipments were about 15% 
lower than in the average 1948 
month. This reflects the reduced 
demand by numerous manufac- 
turers of durables, such as 
vacuum cleaners, washing ma- 
chines and home appliances in 
recent months, where aluminum 
parts are utilized. But whereas 
the scramble has subsided in some 
directions, it remains strong 
enough in others to take up fully 
the lag. Makers of aircraft, alu- 
minum window frames, railway 
cars and many other products are 
only too pleased at the prospect of 
shorter delivery dates for their 
materials supply. Then, as with 
other metal industries, lower 
prices for aluminum scrap and re- 
duced demand for certain alumi- 
num alloys and secondary metal 
have made purchasers wary of in- 
ventory accumulation, on _ the 
chance that ingot prices may de- 
cline. In view of current moderate 
prices and the prospect that de- 
liveries may have to continue on 
an allocation basis for months to 
come, the present lag in alumi- 
num demand is more likely to 
prove temporary. All said, it ap- 
pears improbable that supply will 
fully catch up with demand in 
1949 or that any price reduction 
is in sight. In this event, earnings 
of the strongly established pro- 
ducers in the field should con- 
tinue at very satisfactory levels, 
though capital needs of this grow- 
ing industry, or higher taxes, may 
prevent greater dividend liberal- 
ity. 
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The recent markdown of the — 
lead price, from 2114c to 18c¢ a 
pound, quite possibly may heralt § 
the beginning of a progressive 
downtrend. Since 1939 the price 
of this metal has risen by more 
than 300%, from below 5 cents a 
pound to around 214% cents early 
this year. So acute was the short- 
age last fall that foreign lead 
brought as high as 24 cents. Such 
premiums stimulated imports 
from Mexico and Canada, as well 
as from many other countries 
throughout the world. The inflow 
of foreign lead last year totaled 
more than 259,000 tons, compared 
with domestic mine production of 
380,000 tons and recoveries from 
scrap of around 470,000 tons. 


Drop in Lead Demand 


The main reason for reduced 
prices has been a sharp decline in 
demand for lead from battery 
manufacturers who normally ab- 
sorb about 40% of available 
metal. The mild winter in the 
East abruptly curtailed replace- 
ment demand for batteries at a 
time when the supply of primary 
lead was expanding and that of 
scrap was also increasing. The 
supply of scrap lead has become 
so large that some secondary 
smelters have withdrawn entirely 
from the market in anticipation 
of lower prices, and battery man- 
ufacturers cut production by as 
much as 40% in some cases. The 
situation presents a sharp con- 
trast with that prevailing only a 
few months ago when buyers 
were willing to pay fancy prices 
to build up inventories. Although 
military stockpiling of 70,000 tons 
of lead in fiscal 1948-49 may be 
increased in the following year, 
and paint manufacturers as well 
as the automotive trade will con- 
tinue to use large quantities, pros- 
pects of increased lead production 
and ample foreign supplies should 
be an offsetting factor pricewise. 






















In view of lower prices now 
quoted, earnings of lead producers 
are bound to decline. 

Many lead producers also are 
active in the zine industry. Be- 
fore the war, zinc was quoted at 
less than 5 cents a pound, but is 
now at an all-time peak of 1715 
cents. While general supply and 
demand are now in fairly good 
balance, zine of galvanized grade 
is still short and in view of the 
improved supply of sheet steel for 
galvanizers promises to hold 
prices fairly firm, aided by stock- 
piling purchases of about 6,700 
tons per month. Imports of zinc 
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slabs will probably continue at a 
monthly rate of 22,000 tons to 
keep the over-all supply in line 
with demand conditions but with- 
out unduly swelling available 
stocks. Zinc miners should enjoy 
another prosperous year, barring 
work interruptions, and liberal 
dividends should be the rule. 

Non-ferrous metal shares have 
substantially declined from their 
1948 peaks when rising prices for 
metals created hopes for sharply 
increased earnings. Current un- 
certainties affecting the general 
stock market, along with evidence 
that metal prices may have 
reached or passed their peaks re- 
cently have held equity prices in 
this group not much above their 
1948-49 lows. 





For Profit and Income 
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any future increase in corporate 
taxes or any general reversal in 
utility earning power—both being 
only contingencies, not now in 
sight. On a few of these unsea- 
soned issues, the dividends are 
likely to be increased eventually. 
For example, West Penn Electric 
is paying only $1.00, with earning 
power around $3.60 a year; yet, 
even so, it currently yields over 
5.5%. Oklahoma Gas & Electric is 
on a $2.40 dividend rate, with 
earnings around $3.70, which is 
above-average coverage. This 
stock, traded over-the-counter, 
yields nearly 7%. The well-sea- 
soned Consolidated Edison is sell- 
ing on a 7.7% yield basis, but this 
is exceptional ‘and reflects a sub- 
stantial risk factor. Earnings 
were $2.31 a share last year but 
could recede uncomfortably close 
to the $1.60 dividend rate as a 
result of enforced rate cuts on 
electricity recently effective but 
currently stayed, and of an indi- 
cated further rise in labor costs. 
A switch from this stock to West 
Penn Electric probably would 
work out well in capital value and 
yield over a longer-term period, 
despite the present vield differ- 
ential. 
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tourist expenditures. 
Besides being influenced by the 
lower purchasing power of raw 
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PREFERRED DIVIDEND— 


COMMON DIVIDEND— 


March 10, 1949 











WARD BAKING COMPANY 


The Board of Directors has declared the following dividends: 


The quarterly dividend of $1.37'2 a share on the Preferred 
Stock payable April 1, 1949 to holders of record March 21,1949. 


A quarterly dividend of 25 cents a share on the Common Stock 
payable April 1, 1949 to holders of record March 21, 1949. 


L. T. Melly, Treasurer 
475 Fifth Ave., New York City 
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The directors have declared a 
regular quarterly dividend of 
50¢ a share on the common 


March 3, 1949 








Keatrice Foods Co. 


DIVIDEND NOTICE 


stock, payable April 1, 1949 to 
shareholders of record March 14, 
1949. 


C. H. Haskell, President 














material and foodstuffs viata 
countries, our exports are also 
likely to be affected by the decline 
of the prices of some of our prod- 
ucts, grains, food in general, cot- 
ton and other raw materials. 
Fewer ECA dollars are likely to be 
required to buy the needed com- 
modities for the Marshall Plan 
countries. Unless the farm lobby 
in Congress succeeds in unloading 
some of the farm surpluses in 
Europe or China (over and above 
the quantities agreed upon by the 
OECC and the ECA), there will be 
more dollars available for other 
things : machinery, transportation 
equipment, pharmaceuticals, steel 
and non-ferrous metals. 

In general the price decline 
here and abroad is apt to bring 
about abroad a tightening of ex- 
change regulations, greater trans- 
fer difficulties, and unquestionably 
also further readjustment of ex- 
change rates to more realistic 
levels. 





Silver Lining in 
Business Clouds 





(Continued from page 666) 


immediately ahead. Unemploy- 
ment in February reached a post- 
war high of 3,221,000, a net in- 
crease of 550,000 compared with 
January. Still the number of 
people at work was greater than 
in any previous February when 
seasonal influences usually make 
for a reduction of the active 
working force. Not all of the 
latest increase in unemployment 
was seasonal; some of it was 
definitely the result of “non- 
seasonal layoffs.” As against the 
February increase in persons idle, 
new claims for unemployment 
compensation have been declining 
weekly since February 1 when 
they totalled 347,670, to 293,575 
for the week ended February 26. 
At that time, the total number of 
workers claiming jobless pay 
amounted to 2,097,491. 
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IMPROVE YOUR TIMING 


IN STOCK TRADING 
— The Way to Substantial Profits — 


952 STOCKS 


in the newly revised March issue of 


GRAPHIC STOCKS 


Select which stocks to buy and which 
to sell and particularly, WHEN to 
take action. In today’s market some 
stocks are making new highs while 
others are dropping. By having all 
charts in one easily handled book 
our subscribers make quick and in- 
telligent selections. This is what you 
receive: 

© Monthly Highs and Lows 
© Volume of Trading 

@ Annual Earnings 

© Annual Dividends 

® Latest Capitalization 

for over eleven years, on virtually 
every active stock listed on the N. Y. 
Stock and Curb Exchanges. 

ALSO INCLUDED are 30 Group 
Averages on transparent paper to 
superimpose on any stock for ease in 
making comparisons. 

This up-to-date book of 952 charts 
will be available in a few days. For 
prompt delivery mail your order for 
the March issue today. 

SINGLE COPY (Spiral Bound)..$10.00 


YEARLY (6 Revised Issues).... 50.00 
(Airmail anywhere in U.S.).... 55.00 


F. W. STEPHENS 


15 William St., New York 5 
; Tel.: HA 2-4848 











However, employment statistics 
at present have lost some of their 
significance because of the trend 
in industry towards a_ shorter 
work week. In January, for in- 
stance, over three million fewer 
workers were at work 35 hours 
or more a week, and those work- 
ing shorter hours or not at ali 
increased correspondingly. In 
other words, the contraction that 
has occurred in business is not 
fully reflected by unemployment 
figures alone. By the same token, 
so long as business prefers to 
shorten the work week in lieu of 
lay-offs — a policy definitely fa- 
vored by the majority — any 
future contraction in production 
should not result in a correspond- 
ingly sharp rise in unemployment. 

This can be an important sta- 
bilizing influence so long as the 
lag in business is temporary. In 
the long run, of course, reduced 
workers’ pay due to shorter work- 
ing hours is bound to affect pur- 
chasing power. Since shortened 
work weeks usually tend to in- 
crease production costs, adoption 
of this policy by industry may be 
interpreted as a sign of confidence 
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that the need for it will be tem- 
porary rather than permanent. If 
the latter, it would certainly in- 
volve a considerable sacrifice on 
the part of industry. 

Against the backdrop of rising 
unemployment and lagging busi- 
ness, it is surprising to learn that 
according to the Department of 
Commerce, personal incomes in 
January drifted down only $200 
million from the all-time high an- 
nual rate of $221 billion reached 
in December. It is estimated that 
unemployment pulled wage and 
salary payments down at a rate 
of $1.6 billion during the month, 
but this drop was offset by a $1.5 
billion rise in farm income. De- 
clines in wage and salary pay- 
ments occurred in most industries 
and prominently so in manufac- 
turing, construction and the rail- 
roads, but a partial offset was 
provided by a $400 million in- 
crease in unemployment compen- 
sation payments which highlights 
the importance of this new factor 
in our economy. Interestingly, 
also, payrolls in durable goods 
plants were substantially higher 
than a year ago, confirming the 
favorable trend in new orders 
placements mentioned earlier. 

With people still receiving 
record - breaking incomes, the 
present slackening evidently is 
not due fundamentally to shrink- 
age of buying power. Rather the 
main cause seems to be the filling 
of pipelines and the drawing to 
a close of inventory accumulation 
which has augmented current de- 
mand for the past few years. Re- 
adjustment, in short, is to a cur- 
rent demand basis — free of the 
factor of deferred demand which 
played such a significant role in 
the early postwar years. 

To sum up, while business 
clouds seem dark, there are many 
silver linings which argue against 
development of a general down- 
ward spiral. Hence the hope is 
growing that 1949 will still be a 
fairly good year. The downturn 
which took place to date has been 
of very small proportions though 
some industries and some com- 
panies were hard hit. The ex- 
pected spring upturn, coupled 
with Government spending should 
help maintain overall economic 
activity on a level not far below 
last year’s average, though ad- 
mittedly the outlook for the sec- 
ond half of the year appears more 
obscure. It will hinge on the char- 
acter and tempo of further eco- 
nomic readjustment and particu- 
larly on what happens to the 





THE MAGAZINE OF WALL STREET 


buildings, steel and automobile in- 
dustries, major fields for which 
current prospects point to con. 
tinued high level activity. 





Higher Depreciation Charges 
vs. New Productive Capacity 





(Continued from page 671) 


allowance for depreciation re- 
serves and other special accounts, 
This restrained dividend liber- 
ality has reduced the need for 
capital dilution in many cases, as 
well as for the incurrence of siz- 
able borrowings. In other in- 
stances, though, corporate term 
debts have substantially increased, 
pushing to the front the element 
of fixed charges as a possible in- 
fluence on margins and dividends 
during a leaner period than now. 

To appraise adequately the sig- 
nificance of depreciation and fixed 
charges, it is of course necessary 
to study them as applied to indi- 
vidual companies. To this end we 
append two tabulations listing 15 
representative concerns. One of 
these tables shows statistically 
what changes have occurred in 
net property accounts as a result 
of plant expansion and improve- 
ments in the 1945-48 period. The 
other indicates the _ relative 
charges for depreciation and in- 
terest in relation to sales and net 
income. Within the limitations of 
space we will discuss a few of 
these situations. 

A gain in net property values 
of around $41 million by Johns- 
Manville in postwar does not fully 
reflect its outlays for expansion 
and modernization during the 
period, for the latter have aggre- 
gated about $50 million. What an 
important part retained earnings 
have played in this improved 
status is shown by the fact that 
other reliance has been put on 
only $5.5 million bank loans and 
a capital stock increase of $4.2 
million. A record net income of 
$15.4 million last year, partly due 
to increased production and cost 
savings derived from the expan- 
sion program, represented an ad- 
vance of 30% in net over a two- 
year period. Depreciation charges, 
on the other hand rose only by 
$1.8 million. Exact fixed charges 
are not available but probably 
were well under $200,000. In com- 
bination these two items are so 
moderate in relation to net earn- 
ings as to arouse little concern 
over dividend potentials in a less 
prosperous period. 


















































Goatees cores 














ae ae a eh Ue 


ile in. 
which 
. COn- 


rges 


icity 


1) 

1 res 
unts, 
liber- 
| for 
S, as 
 siz- 
Y ns 
term 
ased, 
ment 
e in- 
ends 
now. 
sig- 
ixed 
sary 
ndi- 
l we 
p15 
2 of 
ally 
1 in 
sult 
OVve- 


ost 
in- 
id- 


1 A REN See 


HES SR ARO eS PRE he AG a ee TP 














4POINT 


Investment Program 
=-Provided by THE FORECAST 


Ge 





| WW 
todo” 





¥. 





With selected stocks offering the greatest values in years 
for investment profit and income .. . while others become 
dividend casualties . .. we suggest that you turn to THE 
ForECAST just as you would consult your lawyer, doctor, 
architect, etc., for professional advice. FORECAST SERVICE 
will provide you with the essentials you need in conduct- 
ing a sound investment program. 


1. When to Buy and When fo Sell 

Our weekly market forecast ... with chart of daily 
action .. . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 

Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
For Monthly Income 6% to 8% with Fine Capital Growth 
Prospects; (b) Dynamic Securities for Capital Building 
with Higher Dividend Potentials; (c) Low-Priced Op- 
portunities for Large Percentage Profits. Each program 
comprises a fixed number of securities and it is our aim 
to have you contract or expand your position as we an- 
ticipate pronounced market weakness or strength. Sound 
selection and proper timing key- 
note FORECAST SERVICE. 








given which you can apply to 
your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs . 

are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of the 1946 
break six weeks ahead . .. and 
now shows significant indica- 
tions of a market turn. 





Enroll NOW To Receive 
10 Stocks At Bargain Levels 


—Which, We Believe; Have Seen Bottom 
For 1949 

Average price under $37 

Average earnings $10.15 

Average dividend $3.15 

Average yield 8.6% 

These stocks offer potentials comparable to our 


recommendations of last year which resulted in 
103% points profit with only 2% points loss. 


4. Continuous Consultation 


You are welcome to consult us 
. . . by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold .. . switch . . . or close 
out. 


A Plus Service . . . These con- 














2. Definite Advices on Intrin- 


sultation privileges alone can be 





sically Sound Issues 

All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) Good Yields Amply Supported by Earnings. 
Of course, special situations are advised with emphasis 
chiefly on price appreciation. Technical as well as funda- 
mental factors are carefully considered as it is our stead- 
fast policy to have you strategically time your commit- 
ments. This overall analysis is fully applied to all 
selections . bonds and preferreds as well as 
common stocks. 


worth hundreds and thousands of 
dollars to you in concentrating in profit leaders .. . in 
stable investment situations . . . in avoiding laggards... 
= in your position adjusted to the market’s out- 
ook. 


Enroll NOW to capitalize on our special selections of 
“10 Sound Stocks At Bargain Levels” . . . which, we be- 
lieve, have seen bottom for 1949, At this time, also, you 
have the advantage of our Special Offer of Free Service 
to May 1. Mail coupon below today. 
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Turning to Chrysler Corpora- 
tion, net property account of this 
aggressive concern rose by $78.7 
million in the course of three 
years, a gain of 108%. Benefits 
derived from this substantial pro- 
gram enabled sales to rise by 80% 
for an all-time peak of about $1.56 
billion, while net earnings soared 
from $26.9 million in 1946 to 
$89.2 million in 1948. We cite this 
because the large improvement in 
earnings, along with conservative 
dividend policies, made it possible 
for the company to finance its en- 
tire program without recourse to 
either borrowing or sale of addi- 
tional stock. Furthermore, depre- 
ciation charges last year were 
lower by $6.5 million than in 1946, 
but largely due to $10 million 
amortization of war facilities in 
the earlier year. Allowing for this, 
the account would have risen by 
$3.5 million. As matters stand, an 
annual depreciation charge of 
$15.4 million represents only 
about 1% of volume and 16% of 
net earnings, neither a significant 
ratio during fairly good times. 

To illustrate what bearing even 
moderate depreciation charges 
and annual interest charges has 
on a smaller concern when vol- 
ume shrinks, let’s look at U. S. 
Hoffman Machinery Company. In 
the last three years, depreciation 
charges have risen 100%, though 
dollarwise the gain was small, 
amounting to only $400,000. A 
rise of $200,000 in annual inter- 
est charges, due to initial bor- 
rowing, also was relatively minor 
in amount. A drop in sales to 
$18.1 million last year, along with 
higher operating costs, however, 
cut net earnings to $400,000 com- 
pared with $1.9 million in 1946. 
In other words, the ratio of com- 
bined depreciation charges and 
interest to net income last year 
was 10 to 4, and any further de- 
cline in sales would increase the 
disparity. The instance shows how 
fast margins can shrink when 
sales recede even moderately, and 
how rigid charges for deprecia- 
tion and interest can accelerate 
the trend. 

In scanning our tabulations, 
percentage gains in depreciation 
and fixed charges by Internation- 
ai Business Machines are among 
the more substantial on the list. 
Accounting for this has been a 
large scale expansion and replace- 
ment program fully justified by 
long maintained business growth 
and the special character of op- 
erations. To finance this improve- 
ment project beyond limits per- 
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mitted through sizeable amounts 
of retained earnings in postwar, 
the company borrowed from in- 
surance companies an aggregate 
of $85 million at an average rate 
of 2.65%. Hence annual interest 
charges of $1.7 million represent 
a 240% increase in three years. 
Compared with net income of 
$28.1 million, though, the dollar 
amount is modest. 

As for depreciation charges 
that have risen 50% for IBM, 
construction of a large new fac- 
tory at Poughkeepsie, completed 
last year, was one factor that 
swelled annual allowances for 
wear and tear. More important, 
however was the constantly in- 
creasing amounts of business ma- 
chines built and retained as per- 
manent investments. That is to 
say they are leased rather than 
sold to customers. For this reason 
allowance must be made for an- 
nual deterioration of this equip- 
ment quite as much as for plants 
and machinery. Between plants, 
rental machines and parts, the 
company’s original costs now ex- 
ceed $198 million or about 12 
times the annual $17.8 million de- 
preciation charges. Rentals terms 
allow fully for heavy wear and 
tear on equipment leased, thus 
easing the burden. Aside from the 
liberal allowances, International 
Business Machines last year wrote 
off $12.2 million-of dismantled 
and obsolete equipment, charging 
the amount to accumulated re- 
serves established for the pur- 
pose. On balance, the gains in in- 
terest and depreciation charges 
of this efficiently managed con- 
cern seem a minor manner. 





Varying Dividend Trends 





(Continued from page 669) 
reassuring. Thus the National 
City Bank in its study finds that 
on the average, a 5% drop in 
sales had led to a 28% decline in 
net income. Companies showing a 
sales decline between 11% and 
20% reveal an average profit drop 
as high as 49%, and a 79% drop 
in net income on the average is 
shown by firms which had a sales 
decline between 21% and 30%. 
Beyond that, deficits were in- 
curred. Of course, like all aver- 
ages, these figures conceal wide 
individual fluctuations, due to 
such varying factors as ability to 
readjust costs promptly, inven- 
tory write-downs, etc. Thus some 
companies were able to achieve 
gains despite lower sales, while 
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some experienced shrinkages in 
net much greater than others 
with similar sales experience. 

Still these figures offer food for 
thought; they highlight the im- 
portance of high break-even 
points and their potential threat 
to earnings under declining sales 
conditions. Fortunately manage- 
ment has not been idle; probably 
their foremost effort in recent 
months has been to lower break- 
even points, to make them more 
flexible so as to cope with flunctu- 
ating sales volume with a mini- 
mum of threat to earnings. By and 
large, progress has been made in 
this direction which should show 
up in the months to come. Still it 
would be unrealistic to assume, un- 
der today’s cost rigidities, that the 
danger inherent in high break- 
even points has been overcome. 
There are many areas where mod- 
erate sales declines are bound to 
make serious inroads into the final 
net. Smaller and marginal firms 
will be particularly vulnerable, 
since many will be less able to 
stimulate sales by price reduc- 
tions. 

This is particularly apparent in 
the electrical appliance field, and 
notably so among washing ma- 
chine companies where following 
sharp production cuts due to fall- 
ing demand, there have been vari- 
ous dividend casualties. Thus 
Bendix Home Appliances as well 
as Easy Washing Machine Co. 
have recently omitted dividends, 
an action prompted by the decline 
in business and the general un- 
certainty of what levels may ob- 
tain during the remainder of the 
vear. In 1948, sales of Bendix 
Home Appliance Co. fell to some 
$50 million from over $81 million 
in the preceding year, the operat- 
ing margin dropped to 13% from 
21.8% and net per share to $3.78 
from $10.08. Thus a roughly 40% 
drop in sales led to a 62 decline 
in final net, a showing better 
than the averages cited above, 
but still rather drastic. Dwindling 
earnings are revealed by quar- 
terly figures shown on Table ITI. 

The same is true, less drastic- 
ally, of other concerns in the elec- 
trical field but not of the two big- 
gest, General Electric and West- 
inghouse Electric which had their 
best earnings during the fourth 
quarter. These leaders, thanks to 
great diversification and im- 
proved cost control are likely to 
continue to do better than the 
smaller components of the indus- 
try; their 1948 sales rose by a 
sizable margin. Profit margins in 
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1949 will doubtless be smaller, 
due to price reductions; still sales 
and final net ought to remain 
satisfactory, giving stability to 
dividends. 

In the building materials field, 
Johns-Manville last year showed 
higher sales, profit margins and 
final net, though fourth quarter 
earnings were below those of the 
third quarter reflecting primarily 
seasonal influences characteristic 
of the building industry. This 
seasonal factor also applied to 
such concerns as Flintkote and 
Ruberoid, in the latter case more 
drastically with fourth quarter 
net of $1.69 contrasting with the 
third quarter figure of $3.30 per 
share. Similarly, smaller sales 
took a big slice out of profits of 
Celotex which managed to carry 
only 12% of sales down to operat- 
ing profits, against 24% during 
the fourth quarter of 1947. This 
shows what high break - even 
points can do to earnings. Sea- 
sonal revival of construction ac- 
tivity should however reverse the 
latest downtrend, at least partly 
so, and the general outlook for 
these companies remains quite 
satisfactory barring a collapse of 
the building boom, not now fore- 
seen. 

Or take Hudson Motor which cut 
back output to 800 cars daily, 
from a rate of 972 cars daily 
maintained since October. Actu- 
ally the lower rate, if maintained 
throughout the year, would still 
mean an annual production of 
some 200,000 cars compared with 
only 143,000 vehicles produced in 
the entire year 1948. The cut- 
back thus need not mean lower 
earnings, and does not exclude 
earnings improvement — depend- 
ing on the future trend of sales 
and margins. Reflecting the high 
fourth quarter output, Hudson 
Motors for that period earned 
$4.25 per share, making the total 
for the year $7.28 which con- 
trasts with current market price 
of 1114. 

Declining earnings trends in 
the office equipment industries are 
illustrated by quarterly trends as 
shown for Remington Rand, and 
by semi-annual figures of Royal 
Typewriter, as shown in our 
table.. The latter, during the three 
months ended January 31, re- 
ported earnings of $994,000 com- 
pared with $1,167,000 for the 
corresponding period a year ago, 
a drop of some 15%. In a dif- 
ferent field, Diveo Corporation, 
maker of dairy trucks, showed a 
75% drop in earnings for the 
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same quarterly period, and Hayes 
Industries, manufacturers of auto 
and aircraft parts, a decline of 
30%. All of which goes to prove 
that earnings in some instances 
can drop fast even on relatively 
small sales decline. In the case of 
Divco, sales dropped 25% but net 
earnings fully 75%. 

In most instances, fourth quar- 
ter rather than full 1948 results 
afford a clue to what’s ahead in 
the more immediate future 
though this does not preclude fur- 
ther earnings drops in fields 
where readjustment problems or 
lagging sales trends show signs of 
intensification. This is true above 
all in certain branches of the tex- 
tile industry, such as rayon; in 
tire and rubber where the sea- 
sonal pick-up in replacement tire 
demand appears to be lagging; in 
electrical appliances where cut- 
backs are rife; even in automobile 
accessories where competition is 
getting keen and price shaving 
more frequent. 

In textile manufacturing, earn- 
ings in the first quarter are said 
to have fallen rather abruptly, on 
top of a decline in profits already 
marked in the latter months of 
1948 though leading companies 
were less affected than their 
smaller competitors. Inventory 
losses as well as narrower oper- 
ating margins had to be absorbed. 
The many mark-downs and pro- 
motions that characterized retail 
trade so far this year will cut 
deeply into retailers’ profits, far 
more than the slight decline in 
dollar sales volume so far re- 
ported indicates. 

On the other hand, one must 
caution against using first quar- 
ter trends and results as criterion 
for full year prospects. In many 
fields, first quarter results may be 
the years’ worst, followed by sub- 
sequent improvement in line with 
such factors as seasonal stimula- 
tion of business, operating econ- 
omies, lower supply costs in- 
creased productivity—all leading 
to lower break-even points and 
improved profit margins. Volume 
as well as profit prospects appear 
particularly contingent upon man- 
agement’s success in reducing op- 
erating costs, for such reduction 
will enable it to bring prices down 
to freer levels and thereby reac- 
tivate markets. Doubtless some of 
the recent price slashes have been 
partly speculative in the sense 
that they have been predicated on 
the assumption that they will 
stimulate sales and thus hold vol- 
ume above break-even points. It 








PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 


Common Stock Dividend No. 133 


The Board of Directors on March 2, 
1949 declared a cash dividend for the 
first quarter of the year of 50 cents per 
share upon the Company's Common 
Capital Stock. This dividend will be 
paid by check on April 15, 1949, to 
common stockholders of record at the 
close of business on March 18, 1949. 
The Transfer Books will not be closed. 


E. J. Becxett, Treasurer 


San Francisco, California 





QC.f- 


AMERICAN GAR AND FOUNDRY 
COMPANY 

30 CHURCH STREET 

New York 8, N. Y. 
There has been declared a dividend of one 
and three-quarters per cent (134%) on the 
preferred stock of this Company outstanding, 
payable April 5, 1949, to the holders of 
record of said stock at the close of business 
March 29, 1949. 
Transfer books will not be closed. Checks will 
be mailed by Guaranty Trust Company of 
New York 





Howarp C, Wick, Secretary 
Warch 17,1949 





remains to be seen whether the 
risk will prove warranted. 
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(Continued from page 661) 
strong enough to risk it. fhe time 
for that is not yet. In this fact and 
in the weaknesses in the Soviet 
armor lies hope for the future. 
Russia’s economic failure, the 
troubles of the satellites and the 
difficulties in holding them in line, 
and above all the strongly con- 
trasting achievements of the Mar- 
shall Plan will greatly complicate 
execution of the new program. As 
the belt-tightening behind the Iron 
Curtain continues, as the purges 
go on, the danger of defection is 
bound to increase. We can use this 
time to intensify our efforts to 
create bulwarks for defense at 
home and abroad, and to allow So- 
viet political failure in Western 
Europe as well as economic failure 
in the East to widen the crack in 
satellite solidarity which already 
has shown up in many places. 





Market on the Mend 





(Continued from page 663) 
this spring — enough to check, if 
not reverse, the generally mild 
recession in over-all activity. 
There is no change in policy. 
Maintain substantially - invested 
positions in selected stocks. 

—Monday, March 21. 
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Don’t Follow A 


“DO NOTHING” 
POLICY 


A Special Invitation to 
responsible investors 
with *50,000 or more in 


investment funds. 
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. = recently have you studied the financial status, operating ratios, 
earnings and dividend prospects and competitive positions of the com- 
panies in which your funds are committed? Have you weighed the effects 
of 1949 higher taxes, labor costs, demand trends? 



















* Many uncertain investors merely held their securities unchanged through- 
out 1948 while the market declined and scores of stocks lost 15% to 50% 
of their value. Over the long term this can prove a most costly policy. 


* The coming twelve months will be highly selective. Prospects for indi- 
vidual companies vary all the way from record income and progress— 
to probable slump. If your capital is important to you now is the time to 
take intelligent action. 


* As a first step toward placing and keeping your account on a sound basis, 
we invite you to submit a list of your holdings to us for a confidential, pre- 
liminary analysis—if your investment funds are worth $50,000 or more. 


* Without obligation our staff will prepare a report pointing out your least 
attractive holdings and tell you why to sell them. Valuable comments will 
be offered on your diversification, income and prospects for capital appre- 
ciation. You will be told how our counsel could help you and an exact 
annual fee will be quoted. 


* Merely send us a full list of your securities, giving the size of your com- 
mitments, your buying prices and your objectives. All information will 
be held in strict confidence. 


Investment Management Service 


Backed by 41 Years of Successful Service to Investors 


NINETY BroAD STREET New York 4, New YorkK 


THE MAGAZINE OF WALL STREET 
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Summary of 1948 Operations 


Celanese Corporation of America 


highlights of the year 


sales 
federal taxes on income 
net income 


total dividends paid 





Sales— The sales increase from $181,083,608 
in 1947 to $230,384,672 in 1948 was attributable 
to a greater volume of production resulting from 
additional plant facilities and to a more efficient 
utilization of previously installed facilities. The 
continuing program of modernization of existing 
plant facilities contributed substantially to im- 
proved operating efficiency and greater volume, 
Over the year as a whole the demand for the 
Company's principal products continued strong, 
with the market demand generally exceeding the 
Company's capacity to produce. 


Income and Dividends ~—Net income 
after taxes amounted to $39,484,000, an in- 
crease of $15,310,583 over 1947. Federal income 
taxes amounted to $25,565,000, compared with 
$15,887,000 for 1947. Cash dividends of $3,032,345 
and $12,129,645 were declared on the Preferred 
Stocks and Common Stock respectively, making 
a total of $15,161,990 for 1948 compared with a 
total of $10,198,064 for 1947, 

In the first quarter a dividend of 40¢ was paid 
on the Common Stock and in each of the second, 
third and fourth quarters a dividend of 60¢, 
making a total for the year of $2.20 per share. 





It has been the Company’s practice to finance 
a substantial part of its plant additions from 
earnings. To a very considerable extent, the 
growth of its plants has resulted from the Com- 
pany’s earning power. In the last ten years earn- 
ings retained in the business have amounted to 
$63,128,033, approximately 49°, of total earn- 
ings. In the same period expenditures for plant 
have totaled $143,255,814. 


Price Policies 
basic raw materials and substantial wage increases 
granted generally to employees in the Company's 
plants, no increase was made in 1948 in the 
prices of the Company’s principal products. 


The Company’s record over a long period of 


years has been one of reducing the prices of its 
products in terms of consumer purchasing power, 
as greater production was achieved and operating 
efficiencies realized. 


By means of this policy the Company has ex- 


CHEMICALS 


Despite the high price level of 


earnings per common share 


expenditures for plant additions 


capital, including funded debt 





panded its initial markets and opened new mar- 
kets, placing its products within the reach of large 
masses of people. 


Industry Position 
nature of its operations, the Company has de- 
veloped broad markets in such divergent indus- 
tries as chemicals, plastics and textiles. It is 
principally a supplier of basic materials for 
manufacturing purposes, such as organic chemi- 
cals to industry, yarn to weaving and knitting 
mills, plastic materials to molders and fabrica- 
tors, and for food packaging. 


Through the chemical 





It is the policy of the Company to achieve close 
coordination of all its manufacturing functions 
without the restrictive elements of complete inte- 
gration. It has sought integration mainly in the di- 
rection of assuring stable sources for a share of the 
raw materials used in its manufacturing processes 


Textile Operations As the pioneer in the 
commercial development of cellulose acetate 
yarn in this country, the Company also holds the 
position of the nation’s principal producer. Two 
developments in the textile industry in 1948 
therefore are significant. 





The first was the reversal in the relationship in 
the rate of production in the United States be- 
tween cellulose acetate filament yarn and the pro- 
duction of viscose and cuprammonium filament 
yarns other than yarns for tire cord. In the third 
and fourth quarters of the year the production 
rate of acetate yarn surpassed that of the two 
other yarns, exclusive of tire cord yarns. 


It is estimated that by March 1949, the annual 
rate of production of acetate filament yarn will 
exceed the combined rate of production of vis- 
cose and cuprammonium filament yarn, other 
than tire cord yarns, by 14,000,000 pounds. 
These figures signalize a trend that has been ap- 
parent for some time in the textile industry, the 
use of an increasing proportion of acetate yarn in 
fabrics for apparel purposes. 

The second development was that for the first 
time in the history of synthetic yarn the price of 
cellulose acetate filament yarn is lower than the 
price of viscose process filament yarn. 


PLASTICS 


1947 
$181,083,608 


25,565,000 15,887,000 


39.484.000 24,173,417 


15,161,990 10,198,064 


6.61 3.83 


41,056,497 36,470,175 


238,383,988 190,437,978 








Plant_ Additions Expenditures for plant 
additions in 1948 amounted to $41,056,497 com- 
pared with $36,470,175 in 1947, making a total 
of $97,837,333 for the past three years. 

The year 1948 marked the substantial completion 
of the Company’s current program of plant addi- 
tions in the United States. Celriver, near Rock 
Hill, South Carolina, the Company’s fourth piant 
for the production of yarn, was brought into 
production in the fourth quarter of the year. 
Completion of this plant is expected shortly, with 
full production anticipated by the second quarter 
of 1949. 

The principal item remaining on the current pro- 
gram is the building of a purified cellulose plant 
by our Canadian subsidiary, Columbia Cellulose 
Company, Ltd., near Prince Rupert, British Co- 
lumbia, on which engineering and construction 


work is progressing. 


Employee Relations —Total wages and 
salaries, including wages to employees of the 
Company engaged in construction work, paid 
in 1948 amounted to $69,127,336 compared with 
$62,520,107 for 1947. 


Added benefits for employees include group in- 
surance, the entire cost of which is paid for by the 
Company. Group insurance payments to employ- 
ees and their dependents amounted to $1,281,559 
Life insurance in force under the plan at the 
end of 1948 amounted to $58,540,300, covering 
22,198 employees. 

The Company contributes the major cost of a 
Retirement Income Plan, in which the employees 
participate. The cost to the Company for the sec- 
ond year of the Plan, which ends on June 30, 
1949, is estimated at $2,064,588. As of December 
31, 1948, there were 12,436 employees participat- 
ing, representing 96.6°,, of those eligible. 


AnnualReport 


tions in 1948 are reviewed in the Annual Report 


The Company's opera- 


to its stockholders. A copy will be sent without 
charge, on request. Please address Celanese 
Corporation of America, Dept. 135, 180 Madison 
Avenue, New York 16, New York. 


TEXTILES 


PRPS HEHE EES EH EHE HEE HE HEHEHE HHEHESEEHEHHSSHESHESH HEHE SEHHSEESEHHHEHHEHESEESHEHEEHTEHESEHESESESEHHHHHEEHEHEHEHEEHEEHESHEEEHEH EEE ES 
. 


CHOCO EHEEHEE EHH EEEH HEHEHE HEHEHE EHH EHEHEEEEEEEE EEE HSEHE SESS SESE EHESEESHHEEHESEEHHHEEHESHEEESESEHEEESHESHEHEHSEHESEHSEHHHSHESHHEHSHHHHEHHEHSHHSHEHEHHHEHHSHEHHHEHESHEHEH EHH EHH HEHE HH 








c 


Cross a bridge and make a wish 
—this wish: 


\ TEXT TIME you save ten or twenty 
N or fifty miles of driving by taking 
the short way over a bridge — give a 
thought to the days when the bridge 
wasn’t there, when people had to take 
the long way around. 

Right then would be a good time to 
make your wish... a wish that America 
will always have engineers able to plan 
and build these amazing structures, and 
public officials with imagination to fore- 
sce the public need. 

And right then, too, would be a good 
time to be glad that America produces 
more steel than any other country in 
the world. 

Brains and steel. These are two vital 


UNITED "-SIATES SPEEL 


ingredients for building a better Amer- 
ica. If you could visit all parts of the 
nation today, you'd see steel being used 
to build literally hundreds of bridges. 
Many of them are projects that have 
been waiting since before the war. 

But the call for steel goes up from 
dozens of other quarters, too. Nothing 
else can take its place. Steel for housing 

. for sewage disposal plants . . . for 
automobiles ... for roads... for badly 
needed railroad equipment. Never be- 
fore has there been such constructive 
need for st@el. 

United States Steel plants are work- 
ing at top capacity to do their full part 
in meeting this unprecedented demand. 


CORPORATION SUBSIDIARIES 


And the 900 million dollar United States 
Steel improvement program currently 
going forward is adding still more steel- 
making capacity to serve the nation. 
Scientists in United States Steel re- 
search laboratories continue their work 
of creating better, stronger steels—so as 
to make every tongive the utmost service. 

Helping to build a better America is 
the nuniber-one job of United States 
Steel. 


This label is your guide to quality Steel. 


NITED STATES STEEL 
co Helping to Puild a Beller MCVUCA 


Listen to... The Theatre Guild on the Air, presented every Sunday evening by United States Steel. American Broadcasting Co. , coast-to-coast network, Consult vour newspaper for time and stat 
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